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IN THe UNITED STATES DISTRICT COURT FOR THE
NORTHERN DISTRICT OF OKLAHOMA

W. A. DREW EDMONDSON, in his )
capacity as ATTORNEY GENERAL
OF THE STATE OF OKLAHOMA and
OKLAHOMA SECRETARY OF THE
ENVIRONMENT C. MILES TQOLBERT,
in his capacity as the
TRUSTEE FOR NATURAL RESQURCES
FOR THE STATE QOF CKLAHOMA,

Plaintiff,

vs. 4:05-CV-00329-TCK-SAJ

)
)
)
)
)
)
)
)
)
)
)
)
TYSON FOODS, INC., et al, )
)
)

Defendants.
THE VIDECTAPED DEPOSITICN OF

GORDON RAUSSER, PhD (Desvousges/Rausser),
produced as a witness on behalf of the Plaintiff in
the above styled and numbered cause, taken on the
13th day of May, 2009, in the City of Tulsa, County
of Tulsa, State of Oklahoma, before me, Lisa A.
Steinmeyer, a Certified Shorthand Reporter, duly
certified under and by virtue of the laws of the

State of Oklahoma.
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APPFEARANCES

FOR THE PLAINTIFFS: M5, Ingrid Mot
Anomey ot Luw
20 Church Sireet
17th Floor
Hustfond, CT 06103

FOR CARGILL: Mr. Colin Deihl
Anomey at Law
. 1700 Lincoln Street
Suite 3200
Denver, CO 80201
~and-
Mr, Eric Triplets
{Vin phone)

FOR SIMMONSFOODS:  Ms. Vicki Bronson
Anormey st Law
211 East Dickson Street
Fayetieville, AR 72701
{Vin phond}

FOR FETERSON FARMS:  Mr, Craig Mirkes
Anomey ot Law
120 South Boston
Suite 700
“Tulsa, OK 74103

FOR GEORGE'S: Mr. Jnmes Graves
Attarney at Law
32] Norh College
Fayeteville, AR 72701
{Vin phone}

FOR CAL-MAIMNE: Mr. Robien Sanders
Attomey ol Law
2000 AmSouth Plazn
P, Q. Box 23059
Jnekson, MS 19225
{Vin phone)
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ALSO PRESENT: Dr. Michael Hanemann

{Whereunan, the deposition began at
%:02nm)
VIDEOGRAPHER: We are on the Recard for the
depasition of Dr. Gordon Rousser, Today is Muy
13th, 2008, The time i59:02 a.m Counsel, please
identify yourselves for the Recard?
MS. MOLL: Ingrid Moll for the Siate of
Cklahoma,
MR. DEIHL: Celin Deiff for Cargill.
MR. MIRKES: Craig Mirkes for Petesson
Farms.
VIDEOGRAPHER: And on the phone, plense?
MR TRIPLETT: Erie Triplett for Cargill,
MS. BRONSON: Vicki Bronson for Simmons
Foods. 09:02AM
MR. SANDERS: Bob Sanders for the Cal-Maine
defendants.
VIDEOGRAPHER: Thank you. You may swear in
1he wilness.
GORDON RAUSSER, PhD
having first been duly sworn to testify the truth,
the whole truth ond nothing but the truth, testified
us follows:
DIRECT EXAMINATION
BY MS. MOLL:

09:02AM

09:02AM

09:02AM
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Q  Gowd moming, Dr. Ranaser,

A Good morning,

Q My name is Ingrid MofL I represent the State
of Oklnhoma. Would you please state your nome for

must be verbal so that they can be taken down by the
court reporter. Is that fnir?

A Yes

Q  Olny. Isthere any reason why you would not

the Record? 09:02AM be able to give accurate testimony teday, for 02:05AM
A Gordan Rausser. example, being on any kind of medication?
Q  What is your home and work address? A No, but I'd be a lot more comfortable if my
A My home address is 661 San Luis Road, Berkley, collengue was not in the room, but nside from that,
Californin 94707, My work address is 2308 Giannini I'l] gei post it,
Hall, University of Californin. 09:03AM MR. SANDERS: Engrid? 09:05AM
COURT REPORTER: Whnt was the street name? MS. MOLL: Yes
A WsUniversity of Californin Berkley. We MR. SANDERS: This is Bob Sanders. I'm
don't have street names. sorTy to interrupt, but we're just getting bils and
COURT REPORTER: 230B — pieces of whet you oll are saying. Can you ali move
A Giannini Hall, 230B Giannini Halk. the phane a little closer ta the beth of you? 09:05AM
COURT REPORTER: Giannini? MS. MOLL: We will.
A Oh, you wanl the spelling of Giannini? MR. DEIHL: That's as close &5 we can it,
COURT REPORTER: 1do. so see if this works better,
A Give ber the spelling, Michael, Make yoursel{ MR. SANDERS: That's working a lot better
usefirl, Gel-A-N-N-1-N-I, so far. 09:06AM
COURT REPORTER: Thenk you MR. DEIHL: Thot's because it's right in
A Berkeley, California, and the ZiP Code is front of me, but let's see il you can hear the
94720, witness and Ingrid.
Q  Dr.Rousser, I'm going to ask you, if yon Q  Dr. Rausser, have you ever testified at trinl
wouldn't mind, to keep your voice up, not only for 09:03AM | before? 09:06AM
& 8
the benefit of the court reporter hut for myself A Yes
also. Q  How many times?
A Okay. A Qver whot peried?
Q  Have you been deposed before? Q  Overyour career.
A Yes 09:03AM A Atleast fifty times, perhups as much nsa 09;06AM
Q  Howmsny times? hundred times.
A Alarge number of times. More than a hundred, Q  Olay, and how about in the last five years?
less than 300, A Approximately twenty.
Q  Howabout in the Inst ten years? Q Do you know whether those matters nre
A Approximately a hundred. 09:04AM identified in the materinls that you tumed over in 09:06AM
Q  Are those depositions identified in the ihis case?
materials that you produced in this msiter lo your A Itsmy undersinnding that they were not.
Imowledge? Q  What did you do to prepare for your deposition
A No here today?
Q  What are your E-mnil addvegses? 09:04AM A T met with staff that worked on this matter 09:07AM
A Fhave two E-mail nddresses First at the under my direction. 1 hod a conference call with my
university it's rausser{@ure.berkley.edu, and my co-author, Bill Desvouspes. | met with counsel
business it is rousser@ongointunalytics com — yesterday for most of the day. Over the course of
grausser, did 1 say grousser? the Inst week I prepared my deposition binders,
Q  Thuank you. Bevanse you've been deposed 09:04AM | which are here that I brought along with me to the 09:07AM
before, I'll just quicldy cover the ground rules for depaosition, and that took approximately o week to
todsy. Foribe benefit of the court reporter and put that materinl Jogether.
each other, we can't speak over one anather, So T Q  Anything clse?
would kindly ask let me finish my qoestion unti] you A Withrespect to the preparstion for my
begin your answer, and ali responses, of course, 09:05AM { deposition, none {hat I can recall. (9:08AM

.

8
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3  Olay. Yoo mentioned that you met with staff.
Whao specificaliy did yon meet with?

A With Lisa Keating, with Joanne Lee and with
Laura Craft and with John Galindo.

and mine with regard Lo collaboration, who wrote
what, who provided the leadership for which
sections, nnd we visited in terms of eur subjective
views of who did what work,

Q@ Okay. Whois Jonone Lee? 09:08AM Q  And in the second call, the one yesterday, 09:12AM

A Joanne Lee is a PhD student at UC Berkley, wha what was the subject matter of that eall?

has completed all of her course work, She is A The subject matter of thnt call went to

nlso — has the equivalent of a PhD in conrse work passive use, and in particular, the discussion was

in mathematical statistics. She is an expert in about any instances thot he failed to veice in which

non-paramelric and parsmetric methodologies, and she 09:09AM he could reeall in which there was vallidation of any 09:12AM

is &n employee &t this point of OnPoint Annlytics. passive use, willingness lo pay and/or damnges

Q Whois Lisa Kenting? assaciated with that component of contingent

A Lisa Keating is an econemist, who hus o valuation.

masters depree from University of Washington Senttle Q  Otlay, end did Dr. Desvousges identify any such

and she, too, is an employee of OnPoint Analytics. 09:09AM instances? 09:13AM

She's been employed by OnPoint Anabytics for A No,

approximately three or four years, Q  You also mentioned thet you met yesterrday with

Q  Andhow shout Laum Craft? counsel. Which atiorneys are you spenking of?

A Lnura Crafl is the president of OnPoint A Colin. 1mat with Colin. There was nlong the

Analytics, She bas forma) training in financinl 09:09AM way a telephane conference, a briel one, with his 0%:13AM

geostomics, Tn addition, a law degree, colleapue, Eric Triplett. There was one other brief

Q  And Mr. Galindo? conversation with Jay Jorgensen from Sidley Austin,

A Heisaresearch assistant, who has a bachelor Q  Anything clse?

and perhaps o master degree at this point in A Not that 1 recal),

ecanamics. 09:10AM Q  Olmy. Doring the call with Mr. — while Mr. 09:14AM
10 12

Q  Anpd he's employed by OnPoint? Jorgensen was on the line, what did you talk about?

A Yes A He wasnot on the line. He was there in the

Q  Youmentioned that you had 1 conference catl flesh.

in prepamtion for today with Dr. Desvousges; is Q Olay.

thst correct? 09:10AM A There was o brief conversation about 1 0%:14AM

A Correct. deposition that was taking place at that point in

Q  When did that vcewr? lime and how it related 1o the CV report that Bill

A There were two seporale conversations. One Desvousges and T prepased,

was the Intter part of last week, Thursday or 0 "What questions did Mr. Jorgensen ask of you?

Friday, I den't recall which day, snd then a 09:10AM A 1don't recall him nsking any specific 09:14AM

subsequent call yesterdoy. questions of me.

Q  And how long did those calls approximately Q  Let me rephrase the question then

lnst? A Okay.

A The first call would have lasted 20 to 30 Q  What gencmlly did you talk shout with regard

minutes. [ presume you're poing to ask me about the 02:11AM | to the deposition that be was referring to? 09:15AM

next call. A Apparently the deposition that was taking

Q Correct. place moved into the issue of whether the

A Bulyou haven't yet. respondens, whether thosa respondeats, all they had

Q  How ahout the second call? 10 have, as the plaintifT's experis who conducted

A The swecond call wes probably a bit tonger, 09;11AM the CV study would sugges!, n plausible remediation 09:15AM

mayhe 40 minutes, plan, and whether if in the minds of the respondents

Q  In the first call what did you tslk about? it was plausible, snd the question naturally arises,

A We telked ebout some errata that 1 bad is it plausible for all of them or is it plausible

discovered, nnd we also tolked shout the anticipated only for o subse! of the sample population, and

questions that would arise at bath his deposition 09:12AM apparently in the depesition thet Jey Jorgensen was 09:16AM

11

13
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enpaged in, there were some statements by the

seientist sugpesting that the CV analysis nrd/or the
individual respondents, if the remediation was not
neeepted a5 credible, that you couldn't rely on uny

instend just selected puges from those documents,

) Olay. Dr. Rousser, you're being handed what's
been marked as deposition No. 1. Do you recognize
that document?

of the results of that CV. That's my recollection, 09:17AM A Yes 09:21AM

Q  Did you provide any comments to Mr. Jorgensen Q What is it?

o that issue? A This is 0 copy of my ecademic CV, and |

A Yes believe it is probably as of two manths apa or when

Q  'What were they? the report was ftled.

A One comment was that it was certainly my 02:17AM Q  'What is now missing from it? 09:22AM

understanding that the injery had o be necumtely A A few ol the refereed journal publicutions,

represenied before nny results could be relied upon accepled for publicotion.

from the CV study. Mereover, the plausibility Q  Can you identify those for me?

argument — I did not find and do not find the A Yes. Atthe bottom of Page 13, there's n

plausibility argument acceptoble, pardicularly given 09:17AM reference to an article, Complementarities and 09:23AM

the debriefings thel took plece nnd the Spitlovers in Mergers: Empirical Investigation

repiesentations of & nember of respandents who did Using Patent Dato. ‘That has now been accepted for

not believe it was plausible, publication.

Q  Okny. Other thun the responscs that you've Q  Any other changes?

§just mentioned, on what else do you base your view 09:1BAM | A Yes. There's one other article that has nlso 0%:24 AM

concerning the plouaibility. been accepted for publication that doesn't appear on

A Now we're moving beyond my conversation with this CV.

Jny Jorgensen? Q  And what is that?

Q Correct. A Tt'sn paper on nutrition policy that is

A Any given respondent who has the view that o 09:18AM | forthcoming in food economics, 09:24AM
14 16

propased remediation plan is not workable and connol Q  Anything clse?

achieve the stated purpose is going to have o much A Yes There is o beok tht hos been accepted

different preference, a much different willingness for publication at Cambridpe Press that is now

to puy than one who does. fortheoming.

Q  Okay. We'll etumn to this a Little bit 09:19AM Q  What page is that identified nt? 09:24AM

later. In terms of your deposition preparation, how A That is identified on Page 13 at the top, the

many hours in the aggregaie do you think you've second entry at the top of thal pege.

spent? Q  Any other changes?

A Just in preparation? A Yes There isa joint paper with Gerard

Q Correct 09:20AM Roland that isn't on this resumT that is forthcoming 09:25AM

A More than 35, less than 50, as a chapter in a book on markel distortions.

Q Yoo mentioned thst yon prepared deposition Q  Any vthers?

binders. Are those the ones that are to your right? A That's whal ] recoll,

A Yes Q  Dr. Rausser, you've been handed what's been

Q Olmy, and what ave the contents of those 09:20AM marked as Exhibit 2. Do you recognize this? 09:26AM

binders? A Yes This is my jointly authored report with

A The contents of those binders is material that Bill Desvouspes without the nppendices.

1 relied upon or that Bill and T relied upon in the Q  I'd like for you to walk me through who worked

prepuration of the reporl. They are tobbed, and on each segment of the report, and this version does

each citation in the repart thal we relied upon has 02:20AM not have o table of contents. 1 sce that you've 09:27AM

n corresponding tab in these binders that give the brought one with you S if we could mark that as

corresponding document, whether it be ¢ refereed an exhibit, I'd appreciate it So can you tell me,

journal article or some discovery decument contnined Dr. Rausser, what is Exhibit 3?

within that tab, not the entire docusment because A Exhibit 3 gives - in preparation for 1oday's

otherwise it would sizck up to Lhe ceiling but 09:21AM depasition, along with preparing the bilers und 09:28AM

15

17
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meceting with stalT and counsel, 1 iypically have a
table of contems in all my reports, and for
whatever complicated reasons, one swiasn't prepared
here. Sol prepased it in lacge part becnuse given

Q  You mentioned —

A With comments, suggestions from Bill at every
step of the way.

Q  You mentioned a task list was jointly

the breadth of the report, when | was looking for 09:28AM determined by you and Dr. Desvousges; is that 09:33AM

some specific analysis and/or conclusion, the correct?

fransaction costs were loo high. So | prepased the A Correct.

iable of contents to facilitate that search process. Q  Was that in written form?

Q  Sousing your tnble of confents as a guide, if A No

you could walk me throuph who on the team worked on 09:28AM | Q Do you recall the tasls that were on that st 09:33AM

the different sections. and how they were divvicd op?

A Cerainly. Bill and I worked on the first ‘A ldo, Every tnsk thot you see here are the

section, the Introduction and Summaty of Opinions, tasks that we discussed, and it was divvied up to me

With regard 1o the Recreation Use Analysis, Bifl and 10 implement and complele those tasks, ot least in

| callahorated on that, with Bill 1aking the 0%:39AM terms of 1he first step in (hat implementation. 09:33AM

Teadership in tetms of dafing the results. In the Bill, of course, responded ta it mixl asked for

case af Section 3, Analyzing Real Estote Properiy further clarification or looking more deeply into a

Values, this was done by mysell, and Lisa Keating particular task that we had jointly set up,

warked with me directly on preparing that analysis. Then moving on to Chapter 6.

There were a number of conversations with Bill alorg 08:29AM A Chapter 6 was very straightforward. Bil! and 09:34AM

the way. He certainly had comments. 1dmaled the 1 wrote that realtime on o WebEx.

initin] version of Section 3, but he made & nmber Q  Olay. How nbout Chapter7?

of valuable suppestions, comments, criticisms for A Chapter 7, Bill and I had joint discussions

improving the presentation, abowt this, and he 1ook the lendership with regard

Section 4 an the Critique of the Contingent 09:30AM to drafting this section and the assessments and 09:34AM

18 20

Valuntion Survey performed by Stratus in this conclusions thot appear in that section,

matter, this is more difficult beeause there was no Q  Then with regand to the appendices, walk me

assigned lexdership that had contral aver or had through that same way.

point contral, T wouldn't eharacterize it os totol A With respect to Appendix A, Bill prepared a

control, but point contro! over a particular 09:30AM first drafl, put it up on his server. We —my 09:35AM

sectian. This was jointly drafied by both Bill and stofT under my supervision and I added some

myself, and the swork that was done also benefitted additional matesial to it, e, Bil, in v

on my end from the stafT which | supervised, Lisa prepared the final draft of that nppendix.

Keating in particular. Laura Craft certainly helped Q  Was Appendix A and the work that's represented

with regard to simplifying and improving the quolity 0%:31AM | there dooe in connection with this expert report 09:36AM

of the communication. lohn Golindo would have had such that you and Dr. Desvousges received

some involvement in parts of this draft. Moreover, compensation for preparing it?

another part-time employee of OnPoint Analytics hod A Tdid, and I'd be speculating if I enswered

done some wark on Section 4.4, 1, the scope test in for Bill.

particular, 09:32AM Q  Oksy. How about Appendix B? 09:36AM

Q  And who is that employee? A Appendix B, thot was prepared by me, and in

A Yanay Forja ond -- yes, | think that covers particuler Yanay was iesked with thot paeticular

Section 4. appendix, and he prepared under my supervision the

Q  How abowt Section 5? initial draft of Appendix B, That was submitted,

A Section 5, this was jointly - the task list 09:32AM once again or placed on the protected server, Bill's 09:36AM

for Sectien 5 was jointly determined by Bill and protected server, and Bill in turn collnborsted in

myself, tind it was implemented by my stoff under my prepuring the finat draft of that Appendix B.

direction, ond in particular both Jounne Lee and Q  How about Appendix C?

Lisa Kenting worked with me on the drafl of Section A Appendix C was prepored initially by myself’

5. 09:33AM and Joanne Lee and that — the process waos the same, 09:37AM
18 21
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1t was ploced on Bill's server, Bill made o number
of comments and sugpeslions, and we probably went
through two or three iterations before we renched
the final drafi on that section.

Q  Hownbout Appendix D?

A Appendix D isa littke more complicated, Bilt

09:38AM

and 1 worked Logether with regard to the recoded
data, and there was  fair amount of telephone
cemmunication with respect 1o which categories were

A I'mhaving difficulty with your question. |

Jjust informed you that 1 haven't seen this letter

before. So [ have no anticipations, and I've hud no
discussions with counsel about what 1 will be
09:43AM
@  Okay. What conclusises have you reached
regarding statisficnl and cconometric nnnlyses and
the resutts therefrom?

A 1think you'll find them in the report jtself,

testifying to,

eligible for recading. 'We completed that process, 09:38AM In particular, if yeu look at the executive summary, 09:43AM

and then with regard to the statistical and you'll find a number of results with respect to the

economelric analysis, Fonnne ond 1 took that over o cconometric annlysis and/or statistice] senlysis,

that paint ond prepased the initial drafl of Q  AmI correet then al} of your conclusiens

Appendix D, and it then went through another raund reganding statistics and econometric analyses are

of ilerations based on Bill's comments and 09:38AM summarized in this introduction here concening the 0%:44AM

suppestions. repon?

Q  How about Appendix E? A They are cenainly summarized jo the

A Appendix E would have been sat al the time intraduction, but they are explained in some detail

thot Bill and 1 determined the analytical dimensions in Section 5 ond the appendices that we discussed,

thnt we were going to look ot. So it started with 09:39AM in particular Appendices C, D snd E. 09:44AM

that first set of meetings with Bill. Once we made Q Do you consider yourzelf an expert in survey

that determinstion, then Joonne, Lisn and myself resenrch?

prepared an initial draft of Appendix E, which tlso A Icensider myself ta be sufficiently compelent

is based on the recoded dota, which was jointly 10 wark with experts in survey research ina

determined between Bill and mysell. Thal, too, was 09:40AM | collaborative way, but in terms of actually 00:45AM
22 24

ploced on the seever that T spoke about earlier, and implementing a survey by mysell, no.

then we hud 8 WebEx where Bill and 1 jointly went Q  Have you published anything in the liternture

through and revised the preseniotion with the un survey research?

purpnse of achieving greater clarily, not only with A Yes

regard 1o Appendix E but oll of the ather sections 09:40AM Q  Whatis that? 09:46AM

that we previously discussed. A A pnper that appears on Page 8 of my resumT,

Q  Then finslly how nbout Appendix F? Those are Natural Resource Damages: Knowledge of Valoation

withdrawn. Those are just your CVs. Technigues Lisefu] Az Linbility Exposure Grows, which

A Twoswondering My teble of contents is appenred i Environmentnl Compliance & Litigation

incomplete, but it turns oul 1o be complete. 09:41AM Strategy. A beok, two books nctually, Development 0odeAM

Q I'mhanding you Exhibit No. 4, which is a und the National Interest. There were a number of

letter dated March 315t from Thercsa Noble Hill 1o surveys that were prepared undes my direction while

Rick Garren snd David Page. Have you seen this Fwas chiel economist at AID that were the basis for

letter before? that particular publication. The Weorld Bank

A No. 09:41AM Menograph, Urban Malnutrition: Problem assessment 09:47AM

Q  This letter indicates on the sccond page unider and Inlervention Guidelines. There were

Paragrph No. 2, the defendants may further call at appraximately, give or toke, 20 different surveys

trial Gordon Rausser to testify specifically as o that were prepared as n basis for that publication.

the statistica] and econometric annlyses and the 1 was responsible for the expedimental design of

results therefrom in the report. Do you see that? 09:43AM | these surveys, Hie siratification of the population 09:48AM

A ldo. and the random selection with respeet to each one of

Q  What do you intend to testify about regarding those stratn,

the statistien] and economic -- econometric, excuse 1 have conducied surveys for the Chicago Board

me, nnalyses and the resulis therefrom in the of Trade, the Chicagy Mercantile Exchenge, the New

repori? 09:43AM York Mercantile Exchange, surveys of both fiseal 0%:49AM

23

25
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opertors in o particular industry who might huve a
hedging incentive for using newly designed futures
contracts and investers/speculators who might hove
some interesi in trading particular contruets, |

Catifornie Davis. [ didn't actually finish the
masters degree, but 1 took all the course work, and
1 did 1ake conrse work in experimental design.

Q  Have you contribuied to the litemture in

designed the survey with respect to the terms and 09:49AM snmpling and sample design? 09:53AM

conditions of those contracts, determining the A Only in terms of the applications, not in

amount of inerest that might exist in the community terms of the theory.

of potentinl hedgers und speculators. 1 have nlso Q Do you consider youssell an expert in

presented the results of those surveys to the CFTC statistical design in bioassny experiments?

with respect to regulntory exemination of npproval 09:50AM A Bioussay experiments? 09:53AM

or sgjection of thase specific proposed contracts, Q  AmIsaying it wrong, binassay?
Apnin, while chiel economist al AID, there nre A No. That's fine. | just wanted to make sure

approximately 500 economists nt the ngency for I hod it right, No,

internationa) development that are sprinkled Q  Going back to my guestion about sampling and

throughout the developing worid, and they nll are 09:51AM sample design, what is yoor experience in those 09:54AM

directly — directly line reporting responsibilities areas?

to the chief economist. While I was there far twa A May 1 have the question back? | want to make

years, protocals were set up with regand to surveys sure I got it,

that would be conducted in ench of their respective {Whereupon, the court reporter read

countries, and | worked with survey research 09:51AM bock the previous question.) 09:54AM

professionnls in designing those surveys to provide A Okay. [ think I've nlready explained some of

more information with regard to the documents tha my experience in those nrens. With repard to the

nre specific to ench country, and those documents wark that was done while I was chief economist nt

with respect Lo the U. §. State Department and the AlD, those were all inslances of sampling and

Agency For Intemational Development are refermed to 09:31AM | sampling design, all of those. Moreover, the work 09:54AM

26 28

n5 CDS documents, Country Development Stratepy thit wns done on behalf of various regulsted

documents, and there was a survey that lie behind exchanges, I believe | mentioned the Chicago

cach of those that | was responsible for designing Mercontile Exchange, Chicapo Board of Trade, the New

nnd supervising the desiyn and then implementing the York Mercontile Exchonge. All of those wouold be

suevey. 09:52AM experience in lerms of sampling and the design, 09:55AM
Now yaur question wend, | gather, just to my In addition, I have, along with my staiT,

resumnT, Tve nlso dene other wark in designing worked in estnblishing sampling and desipgn for the

surveys, implementing the surveys that iso't willingness 1o pay for particular product

reflected on this resumT, introductions, new product introductions, including

Q My question was, which articles had yoo 09:52AM pharmaceutical launches, including various foed 09:35AM

contributed to the literature. So I think you items, differentinted food items. Thase ore

covered that consulting engngements,

A Yesh In litigation engegements, | have done

Q Do you consider yourselfl nn expert in probably four studies in which the analysis focused

engnitive psychology? 09:52AM on the willingness 1o puy for products that might 09:56AM

A No have been offered to particular segments of the

Q Do you consider yonrself an expert in sampling population, but becnuse of alleged discrimination

and sample desipn? wals not.

A Yes Q  In the work thal you described with AID and

Q Olmy. Do you have an educntional background 19:52AM | the different exchnnges, wes a sampling statistician 09:56AM

in those arens? hired?

A Yes A No

Q  Degeribe that for me, Q  What sabouot the matters that you described that

A 1did the equivalent of o masters degree in you've denlt with your stalf concerning product

muthematical statistics ot the University of 09:53AM introductions? 09:57AM

27

29
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A There's a seporation there that | gave you.
One is consulting, the other is litigation. Which
one do you wam?

Q  Both, please.

Q  Okay, but there are no other CV studies that
vou've worked on?

A Inalitigation cantext.

Q  In any context?

A Both. Inall of the consulting engagements, 09:57AM A No, fulse. I've already explained (o you the 10:01AM

no, a statistician was not hired. other CV studies that I've done as o consultant

Q  Okuy. direclfy for companies that are looking at the

A We have statisticians on our stalT ot OnPoint introduction of new products.

Analytics hod them, hod them on our staff while | Q  And those were CV studies?

was sl LECG, had them on our staff while 1 was at 09:57AM [ A Yes. 10:01AM

Charles River Associates, Q  Have those studies been published or are they

With respect 1o the litigation, the sampling otherwise available?

und the design was set by my [irm under my A 1 seriousty doubt that. First of all, I would

leadership, but there was olwoys & survey research have to get authorization from the client. There is

organization that implemented the actual collection 09:57AM | proteclive orders that have been signed, 10:01AM

of sumple survey dota, confidentiality agreements with respect 1o the

Q  Youmentioncd that you kave participated in analysis. All of those engapements are campanies

four CV studies; is that correci? that would treal that information s proprietary,

A Uh-huh, Q  Are you referring to the studies —

Q@ Identify those for me. 09:58AM M3, MOLL: 1 think we need to take time for 10:02AM

A Onestudy focused on the ailegations of a tape change,

discriminntion on the part of banks in providing VIDEOGRAPHER: We're off the Record at

morigages. Anather focused on the unavailebility of 10:02 n.m.

insurance products in what was refesred 10 s (Fallowing a short recess at 10:02

red-lined districts. The red-lined districts were 09:58AM a.m., proceedings continued on the Record &t 10:16
30 32

typically in major cities throughout the United a.m)

States ps nlleged where an African American VIDEOGRAPHER; We're back on Record at

community or a Hispanic community was not offered 10:16 a.m.

these partieular insurance products. That wes the Q  Dr. Ransser, when were you first approached to

allegation, and since there was no trensactions in 09:59AM | work on damages in this matter? 10:16AM

these purticular communities, we performed a CV A How do we define approach? That is wo say,

analysis of a sample of the population's willingness was il mentioned?

to pay for the product if it had been available. Q  'When were you first contacted about this case

And, by the way, when 1 told you there was four of in terms of yon being retsined {o work on the

{hose studies, it's actually more because we did 09:59AM ] damages piece? 10:17AM

these nnelyses across seven cities in the Uniled A Ireeall o brief conversation with Jny

States, each one being a separate design and a Jorgensen sometime in the year 2008, and it would

separate sumpling protocol, prahubly be early in 2008.

Q  Sol think you've identified two so far. What Q  And what did Mr. Jorgensen ask you to do at

were the other two? 10:00AM that point? 10:17AM

A I'm counting different than you. 1 said four, A Tthink it was simply are you interested in

1 was talking about the discrete differences nmong working on the domage noalysis related 1o the

the designs. There was a different design. There dispute between the Stote of Oklahoma, Arkonsas and

were the two thet | referred to in terms of the the poultry industry.

unavailability of either morigage products or 10:00AM | @  When did you first start working on the 10:18AM

insurance products, but then there were different damsages piece of this case?

times ot which these surveys were done in different A It wosn't until this year,

cities, and il's actusily more than four, Hyou Q  Olmy. What part of this year?

count each city separately, il's something more like A Late Januory, early February,

twelve, 10:01AM Q  Okay. Do you recall who contacted you? 10:18AM
31 33

5 (Pages 30 to 33)

Page 9 of 78



Case 4:05-cv-00329-GKF-PJC Document 2321-3 Filed in USDC ND/OK on 07/07/2009

D M - o Woas W

I R T I T S e o B P S R R =
M oa WK KOW®@- o Wa e o

W om o~ oS WMo

R R O O I T S e S Se T SR I o R o
Ur o Lt B3 2 03 10 @ o~ g G B W RO

A Dnceugnin, | believe it was initially Jay
Jorgensen.

Q  And st that point what were you asked to do?
A | wuos sent the Stratus study. [ was asked to

Q  And my question was, why?

A Becnuse at that junctuee, 1 didn't have enough
information aobout the assessment of the reporl ond,
moreover, what | was going 1o do versus what Bill

review the Stratus study and, moreover, to set up a 10:18AM | was going to da, 10:23AM

joint meeting after the review with counsel and Q Otlmy. So at no time was a plao or budget

Bill. That's my recollection. provided?

Q  Bill Desvousges? A Tnwiritien for?

A Yeah, Q Yes

Q  And did that joint meeting accur? 10:19AM | A No. Inverhal form, yes 10:22AM

A Tidid Q  Inverbal form what was the plan thst you

Q  'Who was there? provided?

A Bill was there. 1 was there, ond there were a A The plan thut was the joint collaboration with

few different voices on the tefephone, one of which Bill with regard 1o the analysis thut appenrs in

ot thet peint I would have recognized. Eric was on 10:19AM | Exhibit 2 and, secondly, n preliminary estimsle of 10:22AM

the line. the ¢ost that OnPoiat Analytics and 1 would incur in

Q  Eric Triplett? carrying out our eolisberation on that point.

A Yes. Q  What was that preliminary estimnte?

Q  When did that meeting take place? A My recollection is the preliminary estimate

A Early February. 10:19AM was 75 or 580,000 13:23AM

Q  And where was it? Q  Okny. In relating te the dnmages picee here,

A Where was it} do you lmow bow much you and OnPaint have billed un

Q  'Where was the meeting? this matler?

A Inmy case it was in my office, Itwasa A No.

telephone conference call, 10:20AM Q  Were you retained personally to work on the 10:23AM
34 36

Q  What was discussed during that first — during damages piece or is your retention through OnPoint?

thot eal? A The latter.

A Initinlly reactions to the Stratus report, o G  Olmy. When was the verhal plan that you

number ol comments. [ made a number of comments. described given to counsel?

Bill mode a number of comments, 1 don't recol] any 10:20AM [ A BSometime in February. 1¢:24AM

comments from counsel. 1'm sure there were but [ Q@ Do you currently tesch?

didn't take notes. A Yes

Q  I'mhanding you what's been marked a3 Exhibit Q  Apd where do you tench?

5. If you look at the hotiem of this E-mail chain, A Univessity of Cnlifornia Berkley.

there's an E-mail from Vicki Bronson to Lisa 10:21AM Q  And how many conrses are you tenching thiy 10:24AM

Kenting, and the E-mail says attached is the report semester?

from Stratus. Please have Gordon teke a Iook at A One,

this and provide a plan and budget for responding. Q  'What iy that?

Do you sce that? A It's quantitative public palicy.

A Ido. 10:21AM )  Dr. Rausser, you've been handed whaot's been 10:24AM

Q  Did you provide a plan and 8 budget? marked ns Exiibit 6, which is an E-mail chain that

A No. starts with an E-mail from Exic Triplett tn you on

Q  Whynot? February 10th, Do you see thni?

A 1believe that at the time — oh, you're A Yes

asking me did T ot any point in time do a plan and 10:21AM Q  Mr. Triplctt states in his E-mail, attached 10:25AM

budget? please find Stratus’ post injuries report for your

Q  Well, following this F-mail from Viekd review; do you see that?

Bronson, was a plan and a budget for responding to A Ido.

the Stratus report submitted? Q  What were you asked to do with regard to the

A No [0:2EAM past injuries repori? 13:26AM

35

37
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A Toreview it and discuss it with Bill.

Q  And when did your onslysis of the past
injuries report oeeur?

A Whendid it occur?
Q Yeu

A Mid to lnte February.
3 Olmy. Between mid to iaste February and March
31st of this year, what other projects were you
working on?

10:26AM

MR, DEIHL: For the Record, I received an
E-mail that the people on the phone can't hear you,
Ingrid. They can hear the witness but they cant
hear you, so if you could speak up, that would be
helpful. 10:30AM

MS. MOLL: 1 will speak up.

A | did spend some time with my family al my
ranch beenuse we have a serious nlgae problem ina
large manmade Inke on that particular ranch, and it

A What other projects? 10:26AM turns out that | attempted to convince my 10:31AM

Q  Well, you've mentioned that you were tenching grendchildren that if their parents were adverse fo

1 course al the university. the use of chemicals, we, they in particular, could

A Riphi enter into that large pond and remove the algne by

Q  And that you've done work in this case in that hand, 1don't or can't represent that 1 was

time frame; correct? 10:27AM successful in thot regard, but 1 did spend some time 10:31AM

A Uh-huh on it.

Q  And my question is, were there other projecis Q  Where's that ranch lacated?

that you were working on during that time? MR, DEIHL: 1 object to the question on

A Define projects relevance. You can po ahead and answer.

Q  Any work other than tesching and work in this 10:27AM | A It'slocoted in Grass Valley. 10:31AM

case. Q California?

A Ihave a nomber of PhD students whe are A Yes

attempting 1o complete their dissertotions, so thot Q  Any other family projects that took up some

would be a group of projects, working with them in time in that period?

{acilitating what they must accomplish before the 10:27AM MR. DEIHL: Object to the guestion. 10:32AM
38 40

dissertotion is complete. Another set of projects, A Net s major point, not a major part of the

there were probably two second yeor PD students who time, ne.

were preparing econometric papers. That would be Q  Any other projects that you ean think of?

another set of projects, helping them wilh repard 10 A Yes. There were certnin trinl testimony, a

the econometric annlysis that they were condicting, 10:28AM major trial on patent infringement and patent 10:32AM

1am edilor of The Annunl Reviews of Resource damages in Delawnre in which 1 testified at trinl.

Economics, and there are a number of papess that had There were a few depositions, oll of which, s 1

to be reviewed and evaluated and sent back 1o the recall, went either to economie damages, liability

suthors lor revision before being accepted for assessments with regard to potent infringement or

publication in the next volume of The Annunl Review 10:28AM olleged patent infringements. I worked with the 10:33AM

of Resource Economics. Work on a joint publication Depurtment of Justice on o statistical analysis of

with a colleague in France at the University of alleped discrimination of the FSFSA apainst Native

Toulouse, work on o paper with a colleague at Americans. That's what 1 recall as 1 sit here, nol

Berkley on ratienzl exagperation, work with the thot there aren't other prajects, but 1 dida't

Federal Reserve, the New York Federal Reserve Bank 10:29AM | expect to elaborete how I'd spent my time over the [0:34AM

and the Depariment of Treasury with respect to Inst five months or actunlly it was [ess than three

centralized clearing of GTC derivatives, work months, right?

related fo the same topic with the Chicago Q  Well, my guestion wes for the peried from your

Mercantile Exchonpe and PEAKG investments. Other time heginning to work on this project in February

projects relate to serving on the boord of direciors 10:30AM through March 31st. The trisl case or the trial 10:34AM

of n few stari-up companies. We're lafking about that you mentioned in Delaware in which you offered

watk projects, 1 don't have {o include femily testimony, an whose behalf did you offer testimony?

prajects, right, in my respanse? A The delendant.

Q W, if they took up a significant amount of Q  Olay, and who was that?

time, I'd like to hear abont it 10:30AM A Par Pharmaceutical, 10:34AM

39

41
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COURT REPORTER; Pardon me?
A Par, P-A-I,, Phaermaceuwtical.
Q  Amd do you kmow what the case name is?
A No, but 1 ean tell you the product. The
product is Tramadel. 10:34AM
Q  How many depositions do you believe you gave
during that peried of time in Februory snd March?
A [don't recall, although there's a record of
it with regard to the Inst four years of festimony.
1 don't recall, 10:35AM
Q Mo than five?
A I'd have o go back and look. Once agnin,
we're nlking nbout February through tadny; correct?

Q  Februnry throwgh March 31,

Q  Olay. Did you use both E-mail addresses that
you gave to me earlier for purposes of your work in
this cone?

A No

Q  Which one did you use?
A OnPoint Analylics.

0  And do you helieve that you kave produced all
of your consitlered materinls on this matter as of
March 31, 20097

A Yes 10:39AM
Q  I'mhanding you what's been marked as Exhibit
8, This is a letter to Claire Xidis frem Colin

Deihl dated May 12th. Have you seen this before?

A Yes

10:38AM

A Through March 317 10:33AM Q  Okny. Pages— orI should say they have s 10:40AM
Q Uk-bhoh two-page attachment. 'Were you involved in the
A I'd have to go back and look. preparation of the attachment?
Q  Olay. Spthe projects that you identified, A Yes
did those include — Q  And is this an errata to the tables that are
A Okay. I'mzoing to kave 1o uke one of them 10:35AM identified in the cover letter to your expert report 10:40AM
off the toble. T'm sorry for not listening more thut you #nd Dr. Desvousges did?
imently e your questions. The Tramadol trinl wos A Yes
afier March 31. 11 was in April, and there was Q  Who discovered the foct that an errata shest
another trinl in April, too, that woutdn't count. needed to be prepared?
Q  Okay. Any other corrections to your answer, 10:36AM | A 1did 10:40AM
42 44
noting the March 31st cutof? Q  And how did that come about?
A 'There would have been less deposition A It came nbout in reviewing the {inal version
lestimony then what 1 implied in response because 1 of the decument in preparation for my depesition,
thaught the guestion went up unlil now but — Q  Obkay, and when did you find the errors?
Q Oby. Dr. Rausser, I'm handing you Exhibit 7, H:36AM i A It would have been lest week sometime. E0:40AM
which is an E-mail tv you — excuse me, from you to Q  Olmy. As far as yon know, are there any other
Lisa Kenting and Jnanne Lee dated February 23rd. In errors in the Desvousges/Rnusser report?
this E-mail yon state, Joanne and Lisa, here is our A Define errors.
FTP site and then you provide a Link there. Do you Q  Well, any errors in your view that would
see thnt? 1{:37AM require an ¢rmata to be prepared. 1:41AM
A ldo. A No.
Q  Is that the server that you mentinned enrller Q  Did you discuss the preparation of this errota
that"s mnintnined by Dr. Desvousges or his fipm? with Dr. Desvousges?
A Yes A Irecall informing him. 1 don't recali
Q  And whnt materinls were maintained on that 14:37AM | discussing it with him, 10:42AM
site? Q@  Ifyou'll turn ta Table 5.2 in your repont,
A A dmuft of the repord. which is Exhibit 2, do you have it in front of you?
Q  Anything else? A ldo
A Datasets, Q  Olmy. Who initinlly prepared these tables?
Q  Any other mstesinl? 10:38AM A These would have been initially prepared by 10:43AM
A Not to my knowledge, Joanne Lee under my supervision, aside from the
Q  Have you produced all of your E-mails that you pusting that took place with respect 1o the
received or sent in this matter as of Mareh 31, confidence intervals when it was placed on the
2009? server that we just discussed, the ¥1P server.
A Bo for asTknow, yes. 10:38AM Q  Okay, and can you just describe for me the 10:43AM

43

45
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errors that you found and the corrections that you
made?

A Cerninly. 1['you look at the upper and lower
95 percent columns, you'll see there that those

Q  Can you compute confidence intervals any other
way than the manner you just described?

A Yos, There's a number of different boatsirap
methodolopies could be used, We wanted to follow

confidence upper and lewer bounds for 95 percent ore F0:43AM | the petual methodology that was used in the original 10:47AM
a repenl of the probability of yes given the bids Stratus report, and they used the jnckknife
that appenr in the first column, and that was a methodology, nnd we wamed (o stay with that to
pasting issue. Nothing should have been recorded in achieve comparubility.
those columns as reflected in the erroin sheet, Q  Okay. If you'l) tuke out the report ngnin,
Exhibit 8, 10:43AM which i Exhibit 2 snd turmn to Page 71. Do you have 10:43AM
Q  Olmy, and who prepared the confidence that io front of you?
intervals that appear on the Turbull row in the A lde
initinl ehart in your expert repert? Q  Let me turn your atiention to Table 4.7, Do
A Thay, tog, would have been done by Joanne Lee you see that there?
under my supervision. 10:44AM A ldo 10:48AM
Q  And who prepared the confidence intervaly that Q  If you look at the third and fourth rows for
appear elscwhere? hase version und Scope, do you see that? Under
A Appear elsewhere? You wanl 1o be more standard ervor, or SE, bath ficlds contnin 11,34,
specific? Da yuu ace that?
Q  Woell, in the other charts thnt appear in your 1{:44AM A On the standord error, you talking about the 10:48AM
expert report. SE column?
A With respect te Section 3, that once agnin Q Yea
would be Josane Lee under my supervision. With A Yes
respect ta Section 3, that would have been Lisa Q  Is that & mistnke that they are identical to
Keating under my supervision. With respect 10 10:454M two decimat places there? 10:49AM
46 48
Section 2, that woukd have been Bill and mysell A 1would have 1o po back and check. It moy or
under joint supervision of each other, may noi be.
Q  If you'll turm with me in Exhibit 8, which iy Q  Okny, but it's plausible to you that they
the Ietter contnining the errats, to the last page would be the same?
where you sce Tables C-2 and C-3. Do you have that 1:46AM [ A [t's possible. 10:49AM
in front of you? Q  Who prepared Table 4.77
A ldo A My staff under my supervision did not work on
Q  Canyou explain to me why there are confidence that isble 10 my recollection, We certainly
intervals provided in the column under very and evaluated it, but 1 don't recall my staff preparing
extremely and not provided under the column not 10:45AM | this fnble. 10:51AM
alightly and moderately? Q  Olmy. So would that mesn then that someons on
A Yes. Undernot slightly and moderntely it's Dr. Desvousges's staff or Dr. DPesvousges himsell
not compudable. The actunl methodolegy for prepared it?
computing thase confidence inlervals depend upan A It may or moy not. | would have to go back
computing & stendard error using jockknife 1h46AM und check with my staff, 10:51AM
methedology., That enn be done as long ns your Q  Now, io this part of your report, you sre
primary sampling units cantain two or more, and for testing a mull hypothesis for a scope test; cormect?
the calegory not slightly moderately, you only hove A Yes
one primary sampling unit, hence, you con't compute Q  And whai is thst null hypothesis?
the standard error, Since you con't compute the [0:47AM A The null hypothesis is that the willingness to 10:51AM
stundnrd error, you can't compute the confidence pay is lower than the wiltingness 1o poy for o
intervels. smaller injury und that you in effect avoided an
Q  And does that same explanation kold true for embedding problem.
Table C-37 Q  In it your professionnl opinion as an
A Yes 10:47AM econumetricinn that the correct way to test this 10:52AM
47 49
13 {Pages 46 to 48)

Page 13 of 78



Case 4:05-cv-00329-GKF-PJC Document 2321-3 Filed in USDC ND/OK on 07/07/2009

w m o nos N

I I I I T S T S S R S Sy Sy S Y Ry S R SR
o W @00 m s s W E o

L=~ B R e I T A T I

I T N R T R B i R R
o WM kO WD AWM O D

null hypothesis is to check whether the confidence
intervals overlap?

A Well, I can represent to you that the

literature largely simply tests whether the

A Caming back te the task list and when we
initially s2t out the various tnsks and what we were
going to sccomplish, he cerainly had 2 role with
regard o the hedenic methadology. We hod o

willingness to pay is less statistically for the 10:52AM discussion nbout thet methodology and how it might 10:57AM

scape than it is for the base survey, but your be tmplemented in the context of the domages that

question poes to overlap. Tt could certainly be might exist with regard to the phosphorus leading in

less and there could be still overlapping confidence both Tenkiller Loke -- well, specifically Tenkiller

intervals, The ideal situntion is that the Lake because all of our discussion here went 10

probability distribution for the willingness to pay 10:53AM  § Tenkiller Lake. He subsequently had discussions 10:58AM

for the base stochastically dominates the with 1.isn and myself based on some preliminary

probability distribution for the scope, but 1 don't results that we had achieved and made some

believe the literature has recognized that os & suggestions, a5 | reendl, sbout the base that was

viable criteria for determining whether there isa selected, and then joinily drafted with me Section

distinction between the scope and the base survey. 10:53AM § 3. 10:59AM

Q  So the test, based on confidence infervaly, is Q  Olmy. With regand to the suggestions that Dr.

not definitive; is that correct? Desvouspes had about the base, what do you recall

A Define definitive, about his suggestions?

Q  Accepted. A My recollection is in 8 call with Bill and

A Youdon'l secept hypotheses, not in 10:34AM counsel, it was clear that we wanted a base for 10:59AM

statistical methodolegy. You either reject or you which there was no phosphoeres contamination, end as

don't reject, a result, 1 believe Bitl and/or counsel sent a mng

Q  Okay. Isita valid test or invalid? to me thal gove the representation within the Stote

A And which test are we lalking about; my of Oklahama which watersheds were nifecied nnd

stochestic dominance test or the tests that have 10:54AM implicitly which waotersheds were nol affected by 11:00AM
50 52

been used in the fiterature? poultry operations,

Q  The one you uscd. Q  Who made the decision to use & hedonic modcl?

A My stochastic dominance, yes, indeed, A 1did, jointly with Bilt,

Q  What about the test that's used in Table 4,77 Q  And who selecled the years 1995 to 20087

A It's cansistent with the literature. 10:55AM A [did 11:00AM

Q  Olay, and what Lterature are you relying on? Q  Why were those years selected?

A The cumulstive literature that we have cited A Because it provided sufficient potential for

throughout our report that looks ot scope lests to resolution of the estimaled —- ecenametsically

determine whether in fact it does not reject the estimated effects and because the dats sources with

hypothesis that the willingness to pay for the scope [0:535AM respect to actual transactions, actual safes 11:01AM

is below the willingness to pay for the base. trunsaclions were — as represented by the county

Q  As asintisticinn, do you believe the test assessor's office, were much belter buck to 1995

hased on overdnpping confidence intervals is valid? than they were for earlier periods.

A lbelieve it's informative. I'm — ! have not Q Do you ngree that when estimating a hedonic

made an assessment about valid, Tt depends upon the 10:56AM | regression muedel of house prices, the researcher 11:01AM

underlying facts. should kave a poed understanding of the housing

Q  Let's shift gears to Chapter 3. market covered by the data?

A Okay. A No

Q  Now, in Chapter3 of your report you describe Q  What do you base that on?

a hedonic model that you did in this case; correct? 10:57AM { A [ base it on doing probably 40 of such studies 11;02AM

A Correcl. over the course of the last 20 years, and whatever

Q  And who worked on that? is going on in the housing markel with respect to

A cerainly worked onit. Lisa Keating worked the hedonic anelysis, you're looking at real

under my supervision. transactions. You're tooking ot willing buyers and

Q  And what was Dr, Desvousges' role? 10:57AM willing sellers, and you've got transaction dota 11:02AM

51
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that reflects their motivations, their willingness
to pay on both the demand and their willingness 10
nccept on the sell side.

So with regard 10 1he actual housing smuasket

looking 24 it refstive 1o 2 bnse analysis in whicl

those external factors can reasonably be preswined to
be the same.

Q  Now,if you dun't have a good undersianding of

conditions that exist, the transactions are — if 11:03AM {he market, how do you know that you've modeled it 11:07AM

not 9 sullicient statistic with regard to those correctly?

marke! conditions, they are as close as one can get MR. DEIHL: Object to tie form of the

from an objective starxipoint. fquestion,

Q  Don't you need to account for factors in the A Idon't undersiand the question, [ think I've

market in n statisticnl analysis? 11:03AM already exptained to you that using ihe base 11:07AM

A Factors in the market in a siatistical annlysis, the faclors in the market have already

analysis? Can you be more specific? You mean implicitly taken into seeount 1o the extent that

income levels; do you menn economic base;, what are they're relatively the same ocross ench of the bwo

you referring 1o as Tactors? maorkels that I'm Jooking at and, moreover, [ know of

Q  In astatisticnl analysis in 8 hedonic model, 11:03AM no evidence 1o suggest that the external demand aad 11:07AM

what factars in the moedel do you deem to be supply eonditions are different in those two

appropriate? markets, and T've looked ot that question aml seen

A Tt depends on how the model is constructed, not one shred of evidence that they're difTerent.

If you look at this particular model, the model is ¢ Haveyou been to Lake Eufaula?

constructed with & base and il Jooks at the 11:04AM A No. 11:08AM

increment of what is going on at Tenkiller Lake Q Haveyou ever been to Lake Tenkiller?

relative to that base. Now, with regard to issues A No.

associated with effordability, with regard to QDo you koow whether any of your stafT has?

interest rutes, with regard to new economic bases A No

und how they change within the siote ol Oklahom, 11:04AM | Q  Did you speak to any realtors in the Lake 11:08AM
54 56

there is no evidence that there is any difference in Eufaula ares in connection with this case?

those external market forces on the base vis-a-vis A My sioff certainly did. Lisa Kenting in

Luke Tenkiller. 5o as o result, if'1 am concerned particular spoke to realtors in the areas, yes.

only with regard lo the increment associnted with Q@  Is that documented anywhere?

Lake Tenkiller versus Eufaula being the base that 11:05AM | A Nol lo my knowledge. 11:09AM

Frio evaluating, und those external factors are Q  What do you knmow about Lisa Kenting's

basically the svme but for the poultry operations discussions with realiers in the area?

that exist around one of those lakes but nol the A She cerninly reparted to me the result of

other lnke, | have implicitly taken inte pccount all thase discussions and thol they — the realtors

of those factors that you're referring to or better 11:05AM sugpested doing other comparisens aside from just 11:09AM

yet, that | presume you were referring to, the comparison between Tenkiller Loke and Lake

Q  Well, in your answer, what external factors Eufoulg, which we subsequently did based on (hat

have to be the same? conversation or conversations that she had with

A Interest rates on morigapes, nnd they were the realtors and, ns § recall, an expert in real estate

same for that period of time, certainly varying with 11:05AM laww that she hud a discussion with as wetl, 11:10AM

regord to the various conditions of the transactions In addition, there was represented ta me by

themselves, the genernl economic conditions with Miss Keating the differences between the quality of

respect to the ecenomic base within the siate o ench of the two respective lakes.

Oklnhoma, whether we ore in a recession os we were MS, MOLL: Can you rend that answer back?

in 2001, and we start the data in 1995, which means 11:06AM (Whereupon, the courl reporter resd

that we missed the recession that existed in the back the previous answer.)

early 1990s, but those external conditions are the Q  What do you mean by quality of the respective

kinds of conditions that if | was looking ot one of Inkes?

them standnlone withoust the base, then I would have A That both — both lakes were on the Depariment

to tuke those factors into eccount, but not if I'm 11:06AM of Environmental Quality's 303(d} list, but only 11:11AM

55
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Tenkiller was identified as being aesthetically
impaired due to phosphorus, but no ports of Lake
Eufaula was on the list for phosphorus impairment.

A [ believe it is, but I'd hove to po bock to
check to moke sure,
Q  Did you consider that when deciding upon

There was piso a question aboul waler clarity and if Tahlequah?
you loak at my discussion in Section 3, you'll find 11:12AM A Yes 11:16AM
the representation of what we kearned in her Q  You also mention that Ms. Keating had a
discussion with Jocal officiols, and T point you discussion you thought with an expert in real esinte
direcily to Eufaula Lake may be windier and have Invy; is that correct?
less water clarity than Tenkiller, A That's correct.
Q  Which page are you looking a1? 11:12AM Q  Whois that individual? 11:16AM
A I'mlooking at Page 22, A 1don't know,
Q  Se, Dr. Rausser, you're snying thnt the Q  Is that documented anywhere?
sentence that begins, for cxample, due to its size A Not inmy liles.
and location, thit statement there is based in part Q  And do you know what they discussed?
on discussions that Lisn Kenting had with these 11:13AM A My recollection, hased on my conversations 11:16AM
realtors? with Miss Keating, is that that conversation
A Thot it was motivated by thet discussion. We confirmed what we had done snd/or were daing in
then tooked ot the fnctun! objective information completing our analysis,
thot existed, but it was certainly molivated by that Q  Was that individual provided materials in
initial discession. 11:13AM relation to your work? 11:17AM
Q  Where were these regltors located? A No
A 1donot know. MS. MOLL: 1 think it's time for another
Q  And, agnin, are these discussions documented tape change.
anywhere? VIDEQGRAPHER: We are off the Record at
A Not in my file, no. 11:14AM 1117 am. 1E:17AM
38 60
Q  Okay. You mentioned that these reatiors {Following o short recess at 11:17
suggested doing other comparisons. What other a.m., praceedings continued on the Record at £1:35
comparisons did they suggest? am)
A Comparing it to a nearby city as well, which VIDEOQGRAPHER: We are back on the Record at
you'li find at the bottom of Page 24, 11:14AM 11:35a.m. 11:35AM
Q  Soyou're relerming te the comparison to homes Q  Dr. Rausser, before the brenk we were talking
in Tahlequah? nbout the markets sround Lake Fufauta and Lake
A Yes Tenkiller. Other than the extermal factors that you
Q  Okny. Were any other analyses done comparing mentioned, do you have an understanding of the
home prices around Lake Tenkiller and anothar 11:14AM | housing markets arowl the two lakes? 11:35AM
geographic locstion? A Yes
A No. Q  And describe your understanding for me.
Q  How was Tahleguah decided upon? A My understanding is refiected by the
A 1t wosdecided upon because it was n nearby transaction datn that we have summarized in Section
city that is recognized and reported as being one of 11:15AM 3 of our report and, in addition, the conversalions 11:135AM
the best fishing towns in Amerien, and it's close to with — between my staff and Joca) officials in
the Juke at issue, those communities. My purpose was to look of the
Q  Olay, and when you say it's been recognized ag objective datn, one, actugl transactions, and my
one of the best fishing towns in America, what are understamting is sourced with the analysis that's
you referring to? 11:15AM reflected here in Section 3 with regard (o reat 11:36AM
A I'mreferring to a mogazine that reports the transactions.
best fishing towns in the United Siztes, and this is Q Do you have an understanding of the market
one that's mentionad, and it's the closest ane other than what is reflected in Chopter37
that's located ta Loke Tenkiller. A Yes
Q Is that in your considered materinla? 11:16AM Q  And what is that? 11:36AM
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A That the market condilions with respect to the
market segment surrounding Loke Tenkiller, that
those external factors ore basically the same as
thase that exist lor Lake Euluuta,

of preferences and they were looking ot the various
opportunitics, and alt I'm interested in in my
nnalysis here is distinguishing the potentinl impact
of poultry operations far one buyer with those kind

Q  Olmy, snd I want to be sure that I understand 11:36AM | of preferences versus thut same buyer with regard 1o 11:41AM

what you mean when you ssy external factors, Soif unother tocation which is unaffected by poultry

you could identify for me nll of those external operations, but 1 am presuming from the standpoint

factors that you're referencing. of economic principles thut the buy side of the

A General economic conditions, interest rotes on market in each of those two instances are peaple

mortguges for similurly situated buyers of property 11:37AM | with similor preferences, 11:41AM

that are seeking mortgages, similar demographics, Q  Other than what you just described, did you do

similnr preferences with regard to lecation, any additional analysis to conclude that people's

econemic bases thot are similor between the two preferences with regard to location were similnr

communities. between Lake Tenkiller and Lake Eufaula?

Q  Anything else? 11:38AM A Factually, na, but from the slandpoint of 11:42AM

A Nao fundnmental ecoenomic principles, yes, which I just

Q  ‘When you say similer demographics, what described.

annlysis did you do to compare the demographics in Q  You also mentioned another cxternal factor,

the Lake Eufauln and Lake Tenkiller regions? that being the cconomic brses were similnr between

A Looked ai the demographics and the ecannimic 11:38AM | the fwo tnkes; is that correct? 11:42AM

conditions that existed in the state of Oklahoma A Yes

where you would expect the population that would Q  And what nnnlysis did you do to arrive at the

demand lukeside properties in varions nreas within conclusion that they were similnr?

the state, A The analysis relates to both epportunities

Q  And have you reported that analysis? 11:39AM existing within the siate of Oklahoma, and if you 11:42AM
62 64

A No, That was backpround, just background look at Table 3.1, you'll have — you have the

materinl 1hat is rendily nvnifable from the Stote of analysis with regurd to transaction costs eccessing

Okfuboma. each of thase two properties nnd also an nnnlysis of

Q  DBut you have not identified what you relied on what the nearby communities are, the location af

in coming to that conclusion; correct? 11:39AM | cach of the lukes with respect to the Tulsa 11:43AM

A I'venolidentified it, that's correct, bul 1 Intemnational Airport. So each of those facts thit

don't regard that es a conciusion, 1 regard that as ore listed there nre consistent with the economic

background information that's not & conclusion. Any minciples that | outlined with regard to

conclusions thot I've drmwn are retlected in Section similarilies.

3 with repard to the actua] trapsactions, 11:39AM ©Q  Soother than what's reported in Table 3.1, 11:43AM

Q You mentioned anpther factor whick you found did you do sny anulysis to conclude that the

to be the snme between the regions and that was economic bases were similar between Lake Eufauls and

preferences with regard to loeation; is that Lake Tenkiller?

correet? A No.

A Yes 11:40AM Q  Other than what we have already talked sbout, 11:44AM

Q  And what analysis did you do to conclude that do you have any other understunding nhout the

they were the same in the two regions? communities ground Lake Eufauls and these around

A 1didn't suy the same. 1 soid similar., Lake Tenkillesr?

Q  Okasy, and what analysis did you do to conclude A Other than what we've talked about? We

that they were similar? 11:40AM haven't talked very much sbout the transactions and 1145AM

A | pumyselfin the shoes of n mtional the annlysis of the transactions and the estimoted

potentinl buyer who desires o hove property or coefficients. So, yes, there is much mere than what

homes close to & lake, and clearly the preferences we talked about because you haven't asked me any

of such people are dilferent than the preferences of questions nbaut the regression results, whether

the generul population, ond i one had those sorts 11:40AM | those results are significent and meoningful. Sol 11:45AM

63
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puess my answer is there's many other things, and
they're all in Section 3.

Q  Olay. Solet me nmend my question. Other
thon what is reported in Chapter 3 ond what we have

dictate whether in fzed they must be part of the
sume housing murket. In my ense, | certainly want
the external conditions 10 be similar, which we've
already covered, nnd, mareover, from the standpeint

discussed this mornirg, do you have any other 11:45AM | of an nnalysis of relevant market with regard to not 11:50AM

urderstanding of the markets arpund Lake Eufnuls and enly its geegmphic scope but its time scope, I have

Lake Tenkiller? satisfted that in the work that is specified in

A No, Section 3.

Q  I'm handing you what's been marked ns Exhibit Q  Sois it your view that the communities arund

9, which is a chapter on the hedonic method out of a 11:46AM § Lake Eufoula and Lake Tenldller do not have o bea 11:51AM

book called A Primer on Non-Market Valuation edited part of the same housing market for purposes of the

by Champ, Boyle and Brown. Do you sce that there? bedonic model that you performed?

A Ido. A  No

Q  Are you familinr with this book? Dr. Q  What is your opinion?

Rausser— 11:48AM A My opinion is that the housing market with 11:51AM

A Tknow the question. 1'm reviewing the respect to the demund side of the market wad the

document. | have the question clearly in mind. available supply that exists in ezch of those two

Yes. locetions are part of the same relevant geographic

Q  Would you kindly turn to Poge 349 under the market,

section called Sample Frame, Section 3.3. 11:48AM Q  But is ji your view that they're a part of the 11:51AM

A 3497 same housing morket?

Q Pnge349, A ldop't know what the differcnce is between

A Thank you whnt [ just snid erd your question.

Q Do you have that in front of you? Q  Olmy. Turn to Page 23 of your report, Exhihit

A No, not yet, 1do now, 11:48AM 2, and specifically Figure 3.1. Do you belicve that 11:52AM
66 68

Q  First, would you tell the court what a sample McIntosh, Cherokee and Sequoynh Counties are part of

frume i3 In your own understanding? the same housing market?

A Inthis conlext it's the geagraphic scope of MR. DEIHL: Cbject to the form of the

the data selected, as well as the time period over question,

which thot data is collected. 11:49AM A That's nol 0 question that I've analyzed. | 11:52AM

Q  Let me turn your attention to the text that haven't visited that question and have no opinion in

starts on the Inost line of Page 349 starting with that regard,

peogruphic dispersion. This reads, geographic Q  Ouay. Did you estimate one hedonic price

dispersion of propertics sufficicat to ensure function for the sample?

varintion in an ambient environmental varinble may 11:49AM | A No, | estimated more than ong. 11:53AM

result in a sample frame that is comprised of Q  Describe that for me.

properties from multiple markets, If is erder to A The description is evailable in 3.2, Table

et suffivient varintion in an environmentnl 3.3, Table 3.4, Table 3.5,

vorinhle, the geopraphic dispersion of properties in Q Did you segment your dats here between Lake

a samyple is incrensed so thot properties are now 11:49AM Eufaula and Lake Tenkiller? 11:55AM

dravwn from different markets, estimating one hedonie A You're poing te have to define what you mean

price function for the entire sumple is by segment.

inappropriate. This is becaunse the hedonic price Q  Okay. Do you have an understanding of that

function is an equilibrium function deyeribing 4 term in the hedonic literature?

specific market. As such, all propertics used in 11:50AM A ldo, but I don't know what — what is your 11:55AM

hedonic regression must be past of the same housing question about sepment,

market. Do yon agree with the principles that are Q Give me your definition of segmenting.

expressed there in that paragraph? A Distinpuishing, that is, to say stacking all

A No. It depends an the purpese for which the the data but using an indicator variable to

nnnlysis is conducted, and the purpeses would 11:50AM distinguish one segment from another, 11:35AM

67
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Q  And did you do that in this case? report, data are provided that indicated whether a
A 1did. pruperty is located within a hnlf mile and/or mile
Q  Dcescribe thot. of the Inke. However, it appears that
A Inench of the nnalysis, the hedonic analysis, Desvouspes/Ramsser hive not provided the relevant
there is an indicator variable that distinguishes 11:56AM daota that was used to do the calculntion, including 12:02PM
Lake Tenkiller from the entire set of obhservations but not limited, to the GIS dsta they apparentiy
for both lukes. Maorcover, there is also implemented in this procesy, snd in the right-hand
distinguishing vorinbles locking across time. So column it says, PV plus database,
piven the time frame that is being analyzed here, www.countyassessor.info was determined to determine
I've [ooked a1 whether there is any verintion year [1:36AM whether a subdivision is withio 2 one-mile rmdius or 12:02PM
by yeor coming back to your srticle in Exhibit 9, is half-mile radius of a given Inke. This database
there any distinguizhability with regard to provides software with several map tools and
Tenkillers relative performance 1o the base fuke fentures that measure distances on 8 map. Do you
across the years in the samyple, and 1 nlso fooked at see that?
nlternative geographic scopes. In particular, 1 1E:57AM A ldo 12:02PM
looked at the base within ene mile of the loke and [ Q Do you know — did you have any involvement in
looked at Tenkiller within one mile of the lake, and pruviding Mr. Deihl with information about the
Tinvestigated sensitivity of those results by software used 1o calculte distance?
looking at a peogmphic scope for anly datn within o A There was certainly a request [rom counsel in
halfa mile of each of the two respective lnkes, 11:57AM thot vegard, and members of my stall cerininly [2:03PM
Q  How way distance calculnted? responded to that and, moreover, with regard to this
A Inmiles from the shore of the loke. speeifie ilem, No. 19, there was a crasscheck that
Q  So is that ay the crow flies? was conducted by sinfT with regard to the Google
A Yes sources that I've reflerred to earlier.
Q  Olay, and whoi software was used to determine 11:58AM { Q  And when was that crosscheck done? 12:03PM
70 72
that enleulation? A 1daon't recall,
MR. DEIHL: Object to the form of the Q  Wasit before March 315t or afier?
question. A 1don't recsll.
A Google, and 1 believe, although I'd huve 1o Q  Olay. Soyou've no recollection of whether
check to make sure, I think the sofiware is GPS. [1:58AM that wos done prier to or subsequent to the 12:03PM
Q  Okny. Was it someone on your staff who production of your expert report and considered
extracied that data? materials?
A Yes A Once again, 1 don't recall.
QG Who was that? Q Do you know whether that's reported anywhere?
A MissKeating, 11:39AM A s my recollection that il's reported in the 12:04PM
@ Is that reported anywhere in terms of her response 1o your query in 19, that if you go to that
extraction of data from that soRware? databnse, you'll find that in part they're relying
A Yes, [ believe itis 1t'sincluded in the an similar information that is available on Google
documents that were produced along with the report. mops.
Q  Youknow that to be true? 11:59AM Q  And other than this letter, my guestion is, do 12:04PM
A Ididn't review ail the documents that were you know whether this is reported?
produced. My staff prepared that. So the answer to A I'msoery, whether il's reported?
your question is with cerlainty, no, Q Do you know whetherin your report orin your
Q@ Letme hand you Exhibit 10, which is a May coasidered materials whether it is reported how
8th, 2009 letter from Colin Deibl to Claire Xidis. 12:(0PM Uistance was calculated and what software was used? 12:05PM
Have you seen this document before? A I'm having difficulty with your question
A No. because it's clearly Inid out right here in the
Q@ Ifyou'll turn to the lnst page, in the response 1o 19, What's the distinguishing part of
left-hand column, you'{l see 2 pargraph siarting your question with regard 1o going up to this
No. 19, in Chapter 3 of the Desvouspes/Ransser 12:01PM | particular website and seeing exnctly how the §2:05FPM
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distance js used?

Q  Well, my question, Dr. Rausser, is, thisisa
letter produced on May 8th (o us, Is this

informntion reconded or reported anywhere else that
has been produced to the State? 12:05PM
A Idonot recall.

Q  Keeping with that description there, do you
know what map tools and features were used in the PY
Plus database by your staff?

A No. 12:05PM

Q Do you know whether there is a casino close to

A I would show up in the coefficients for the
different attributes and characteristics of the
honses thit have trensacted near that lake, if it
hns ony major impact on those transactions.

Q  Wouldn't it affect the coefficient on Loke
Tenkiller vis-a-vis the constant term?

12:10PM

A Yes, i it has oy elfect at all,

Q  Now, belore you hed safd when you were
cunsidering people's preferences with regand to
location and concluding that they were similar
between the two lakcs, you put yoursell in the shoes

12:11FM

Lake Tenkiller or Lake Eufauln? of o huyer; correct?

A No A Yes

Q  Youdidn't consider that question in your Q  Aud as —~ puiting yourself in the shoes of n

annlysiz? 12:06FPM buyer, wonldn't you want to know whethier there was a 12:11PM

A No. casino nearby a lake if you're choosing between two

Q  Letme hand you Exhibit 11, which are two lakes to buy n home?

pages out of your considered materisls, Do you A No.

recall looking at this document in connection with Q  VWhynot?

your work here? 12:07PM A Beceouse, as | indicated in Table 3.1, the 12:11PM

A Me specifically? transaction cost with regird 10 nccess to any

Q@ Y specinl services that might be provided at each of

A No. the two respective lnkes are equally accessible to

Q  Now, this document is entitled 2009 guide tp the potential buy side of the market that helps to

Lake Eufnuln, and the second page here identifics 12:08PM | drive the actua] transaction values that have been 12:12PM
74 76

the Creek Nation Cusino, ond one location is noted recorded.

in the bottom feft-hand corner as being in Eufauln. M8. MOLL: Can you read that answer back?

Would it be important to you in doing a hedonic (Whereupon, the court reporter read

modcl to know whether there was a cesino nearby one back the previpus answer.)

of the lukes? 12:08BFPM Q  But they're not equally accessible, are they, 12:13PM

A No. if the cnsinp is next to one Inke and not the other?

Q  Whynnt? A With regard to the buy side, locking at

A Becoause what | om interested in measuring is relocating their housing services ot one lake versus

the incremental effect, if uny, reloted to another, yes, they are equally sccessible. 1f one

phasphorus loading ot one lake versus another, snd 12:08PM | porticular buyer in the maskeiploce is placing some 12:13PM

if in the base there is an expansion of economic incremenial value on being located close o n

base ond, moreover, I don't know when this casino, everything else constont, thal would drive

particular casino was introduced within the mmple up their willingness to pay for property in the bnse

period, but whenever it was introduced, il it had cose to Loke Tenkiller, and if that's the casa, it

any effect on housing values in the base loke, then 12:09PM should have a chilling effect on the differential 12:14PM

it would have been picked up in that transaction between the two particular locations, and as you sce

data. in my nralysis, the analysis is robust with repard

Q@  Olay, and which variable would have captused to Luke Tenkiller vis-z-vis Eufauln Lake, Soeven

that? though there moy be some small amount of the actuat

A The varinble that would have copured that is 12:09PM populntion entering into such transactions, the 12:14PM

the fransaction prices that are the dependent effects do not have any diminution on the

varighle for the base cose. incremental value of Lake Tenkiller versus the base

Q  Now, if this casinn i5 near Lake Eufouls and case.

not Lake Tenkiller, woulda't that show op in the Q  So as you sit here today, just having learned

cocfficient for that lake? 12:10PM that there is a ensine near Lake Eufauln, ore you 12:15PM
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saying that with that knowledge, you wouldn't want
to do any other analysis as to the impact oo your
maodel heref

Q  So you would not agree with me that this
difference in the housing market supply could affeet
the coefTicient on Lake Tenkiiler vis-n-vis the

MR, DEBL: Object 1o the form of the constant?

question. You can ge ohead and answer. 12:15PM MR. DEIHL: Object to the form of the 12:21PM
A Mot with respect to the purposes for lhe guestion.
annlysis that I've conducted, no, A May I have that question back?
Q  Let me hand you Exhibit 12, whichisa (Whereupon, the const reporter read
printont off of the Army Corps of Engineers website bock the previous question.)
with regard to Lake Enfauls, and let me also hand 12:17PM A Firstof ull, I object 10 your question 12:21PM
you Exhibit 13, which is & similar printout but because | haven't said anything sbout and nor does
relnting to Lake Tenkiller, this document say nnything about housing supply. It

Now, lookdng ai Exhibit 12, in the second snys housing developments. 1t doesn't say anythinp
pamgraph this indicates with regard to Eufaula about supply, In my anabysis, | cerininly take into
Lake, over 250 housing developmenis with lake homes 12:18PM | nccount both the supply and the demand side with 12:21PM
ore located in close proximity to the shoreline Do respect to nctunl transactions. So | den't see
you see that? anything here that talks ahout the supply of
A ldo. availuble housing that's on the market that results
Q)  But your anelysis did not take into aeeonnt in transactions.
this issue of the number of housing developments 12:19PM Q  Well, what do you know about the housing 12:21PM
with Iake homes located in close proximity to the market supply on Loke Tenkiller?
shoreline of Lale Eufunts; correct? A What 1 know ohout the housing supply is the
A TFalse, nctual transactions that were conducted, and o
Q  Howis that false? transaction can't tuke ploce unless there's supply
A False, because as 1 indicoled, [ looked at the 12:15PM and demand, 12;22PM

78 80

number of homes at least with regard to transactions Q  So other than the transactions that you're
over the time frame that I evoluated within a holf referencing, what do you know about the housing
mile, which would, of course, include such mnrket supply an Lake Tenkiller?
transactions en the housing that exists and is A Whit | know is what is reflected in the datn
referred 1o in the second paragraph. So the onswer 12:19PM | itself obout the wensactions thot look place within 12:22PM
lo your question is, no, that is not true, a half & mile of the lake, within a mile of the
Q  But yon have no separate variable for the lnke, and that certoinly reflects the willing supply
number of housing developments with lake homes on the part of current praperty right holders of
located in close proximity to the shoreline; those specific properties with repard to
correct? 12:19PM conswsnmating a truasaction. Tht's what [ know, 12:22PM

A [have data with repord to transactions cn

those housing developments located in close

proximity 1o the shoreline,

Q  But my question was, that you have no separate
variable; correct? 12:20PM
A | dohaven variable with regard to the
transactions. So if you're saying do you have a
separte explanotory varisble for housing
develepments, the answer is no, I'm explaining
vilues, My purpose is to Jook ot setunl transaction
data and explnin the vatue of the properties and,
nu, [ did not include as a separute explanatory
variable the relative housing developments in each
of the two arens for the time frame that I Jooked

at. [2:20PM

79

12:208M

That's what I've relied upon.
Q  Now, in your mode! you do not use n variable
for the number of marinas relsting to ench lake;
eorrect?
A Tnhe hedonie madel, that's true, bt that's
not true with respect to the analysis that's
conducted in Section 2,
Q Okny. I there were fewer new houses at Lake
Tenkiller versus Lake Eufanln, could that show up in
the coefficient on Lake Tenkiller vis-n-vis Lake
Eufoula?
A Could I have the question back?

{Whereupan, the court reporter read
bock the previous guestion.}

12:23PM

12:24PM

A Your question doesn't make any sense. Yon 12:24PM

81
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menn fewer houses offered for sale or just fewer
houses in the inventory of houses? There's a

Q  Olmy, and the snme would hold true for the
difference in the number of fishermen?

difference bebween the stock and the flow. So could A Yes
you restate the question and tell me whether you Q  And nlso that would held true for the number
WaTk my Tesponse in terms of stock or lows? 12:25PM of swimmers? 12:28PM
Q Tlows. A Yes
A Okay. Give me the question back and 'l Q  Olmy. In your hedonic model did you control
interpret it with regard to flaws. for the difference in populntion density?

{Whereupon, the court reporter read A No
back the previous question ) 12:25PM Q  And do you agree that population density is a 12:25PM
A 1t would certainly show up in the number of fnctor that is expected in economic theory to have
Iransactions that nre recorded, certainly, With some influence on house prices?
regard to the valuation er in particuler the A Hdepends.
relative valuation, il may or may nel. Q Cenit?
Q  And how about in terms of stock? 12:25PM A Mdepends. Once npain, it depends an the 12:30PM
A Well, 1 haven't analyzed the stock. T've only facts. Ifthere's no change in the population
analyzed the flow. density, there isn't going to be any variation. As
Q@  I'mbanding you Exhibit 14, which is the lnke n resubl, you're not going o pick up ony
leve! report for Tenldller Lake by the U, S. Army associalion between population density und the value
Corps of Engincers regarding recrention 2008, Let 12:26PM | of houses and, moreover, even if you're taking it 12:30PM
me also hand you Exhibit 15, which is n similar against a benchmerk and il your focus is on
report for Lake Fufnuin, Let me direct your distinguishing the inherent charncteristics of the
attention to the first tahle in each exhibit. properiies nnd whether one particular Tocation is
A The social benefits table? preferble over another Ioeation and if the
Q Correct. 12:27PM populntion density hasa't changed relatively over 12:30PM

82 84
A Thank you. the course of the time frame that you're looking o1,
Q  And you'll notice in the second column under no, it doesn't ke any difference.
visits, second from the hottom it identifies the Q  And that was not something that you considered
numther of hunters for Lake Tenkiller in Exhibit 14 to be important in doing your hedonit snalysis of
and the number for Lake Eufauln in Exhibit 15, Do 12:28FM | honse prices here? 12:31PM
you see where I'm referencing? A With regard 1o the purpose for doing the
A ldo analysis, yes.
Q  ForLake Tenkiller it says that for that Inke Q  Could differeacey in the population density or
there were 68,000 approximately huniers and for Lake stock of houses at each Inke affect the prices of
Eufaula there were over 26,800, Do you sce that? 12:28PM houses sold there in a year? 12:31PM
A ldo A May or may not. Deperds on the facts.
Q  And did yoo control for this diference in Q  And that waso't sumething you considersd] here?
your hedonic annlysis? A No. Given the purposes for my analysis, it
A No, and I see no renson why 1 would want to do way determined Lhat it was ned important to assess,
50 given the purpose for conducting the anelysis, 12:28FM MS. MOLL: Why don't we tuke our break now. 12:32PM
will note, however, that that is taken into nccount VIDEOGRAPHER: We nre off the Record at
in Section 2 of our report. 12:32 p.m.- -
Q  When you say Section 2 of your report, are you {Following a lunch recess ot 12:32
referring tn the mode! that was done there? p.nL, proceedings continued on the Record at 1:39
A Yes 12:29PM pan) 01:39PM
Q  Olay, but for purposes of the hedonic modd, VIDEOGRAPHER: We are back on the Record.
the difference that we're talking about here in The time i5 1:39 p.m.
terms of number of hunters was not controlled; A A point of clarification: You asked me a few
correct? questians this morning nbout Toble 4.7, with respect
A Thatis comect. 12:29PM to the standard errors that were the sams for both 01:39PM
83 85
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the base version en the traditional bootstrap nnd
1he scope, and the second entry of 11.34 isn
pasting errer, and the actual standard error is
approximately 13.2. However, what's important is
that the confidence intervals 1hat nee reporied 01:39PM
there are correct and were computed for the correct

stundord error. Moreover, it doesn't change the

text ot nl] becouse atl that's discussed in the text

is the confidence intervals themselves, which are

A They're correcting a typographical error in

the entry of 11.34 for the row desipnated scope,
traditional bootstrap,

Q  And which stalT members did that work this
mosming? 01:43PM
A Jomnpe Lee.

Q  Anyone else?

A No

Q  Okay, and then modification to your answer

correctly reported. D1:40PM concerning Section 3, you testified that another nm 01:43PM
Secondly, you nsked me with respect 1o the had been done for 2 smalfer lot size; corvect?
Section 3 analysis whether there was any other runs A No
that were made aside from those that were reported, Q  Okny. Tell me again your modification.
and there was another run that was done for a much A Asmaller sample that included lot size.
smaller sample size based on lot size. 01:40PM Q  And when was that ron done? 01:43PM
Unfortunately for the sample data thit was A It would have been done sometime within the
available, there were only a hundred transactions last three weeks, four weeks.
for which there was lot size. It did ond was highly Q  'Whnt wus the purpose of doing that additional
sipnificant ond, moreover it didn't change the run?
results. In fact, the explanatory power went up 01:41PM A To examine whether the resuils were sensitive 044 PM
dramatically but it didn't change the results or the 10 lot size.
purpase for which I did the analysis, and since it Q  And was that run documented in agy way?
wais ¢ much smalier number of observations, 1 did not A Yes
include it, Q  Olmy, and who has that documentstion?
Q  The clarification that you've just given, are H:41PM A OnPoint Analytics 01:44FM
B6 g8
those changes that you're making bascd on Q  'Who specifically?
disemssions you had over the lunch break? A LisaKeating.
A Yes, o the farmer. No, to the Intter, Q  Olay. Let me hand you Exhibit 16, which is an
Q  Ohny. How did you arrive at the chnoge to the article that you co-suthored with Jill McCluskey
stundard error in Table 4.7 going from 11.34 to 01:41PM | called Stigmatized Asset Value: Is It Temporary or 01:45PM
13.20? Loog Term? Deseribe for me the study that provided
A By having my staif go back and look ot the the backpround for this article.
actusl construction of the traditiona! bootstrap, A The background for the adicle s that in the
making the number of observations equivalent for early 19905 | was engaped rs an expert to evaluate
bath the base and the scope and looking a1 first 0:41PM property volue diminutian resulting from 01:46PM
where the confidence intervals reported correct and environmentn) eontaminntion, ond there were probobly
the answer is yes, and, secondly, why are the two two or three engagements in which I was a testifying
stondard errors the same in ench case, and they expert, and a foir somount of dotn was collected in
checked it, and it turned out that, once ngain, it that ar in those engapemens, moch of which was
was o pasting error onto the website for the 01:42PM secondury dutn that was not under any confidential 01:47PM
document that we submitied additionnl materials in sel.
prepuration of the final report, Miss McCluskey was a PhD student ot UC
Q  And this is work thst they did this moming to Berkley, and I was her dissertation director, and
correct the standard etror o 13,207 she was doing wortk in the economics of environmental
A No. It'snot correcting to 13,20, Itis 01:42PM contaminution, and we spert o firir amount of time -- 01:47PM
13.20, That's the point. That's 2 pasting efror; at that moment in the literature there was an nctive
that'sa typo. They didn't correct it because the debnie obout temporary versus permanent diminution,
canfidence imtervals are already correctly reported, and most of it wus not in peer-reviewed lilernture.
Q  But my question was, they are correcting the Instead, it was in the oppraisal industry
table in Table 4,7; correct? 01:42PM publications ebout whether environmentasl 01:48PM
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centamination, once it corrected, would you expect
the rew equilibrium to result in prices seturning 1o
non-stigmatized values.

So as o result of that, we had the busie daln

is lot size and square feet. Do yon sce that?

A ldo

Q  Another variable is colled Gallerin, and the
description is miles to the Galicrin Shopping

and in particular, as you see in this anlicle, we 01:48FM Center; correct? 01:53PM

focused on the city of Dallns, ead we had data with A Comect.

repard to envirormenial contamination sousced with Q  Going down several vorinbles, there's one

land{ills, end that was the foundation for the called PBPOV and the description is percent of the

motivation of looking at this specific question, census trncked below the poverty fine. Do you see

Q  In the underlying litigntion, who retained you 01:49PM that? 01:33rM

as an experi? A ldo.

A In one matter it was Sidley — the fuw firm, Q  New, these were varisbles that wete controlled

the oulside counsel was Sidley & Austin. In the for in the work that was done underlying this

ather matter my reeellection, it was Folger & Levin. article; correct?

Q  And who were the partics on whose behalf you 01:49PM 1 A Correct. 0§:53PM

offerad testimony? Q  But you did not control in this case for

A My recollection is in one case it was Ford similar varinbles; isn't that right?

Muotor Company but it might have been Ford Moter A Inthis case being —

Credit, Inenother case it was o residential venl Q  In the hedonic model that youo did in this

estate developer, homebuilder. 01:50FM ense. M:53PM

Q Al right. Turning back to Exhibit 16, your A In Section 3 of my joint report?

nrticl with Miss McCluskey, let me turn your Q Comrect

attention to Poge 279, and specifically I'm Inoking A Yes, but] had a base here, This is not

in the lefl-hand column in the main hody of the text referring to o base,

six lines vp, the sentence that begins peighborhood 01:51PM Q  AmI correct, Dr. Rausscr, that you did not 01:54FM
80 a2

quality. Da you see that there, left-hand column of control for the variables similar to these that are

the text? identified in Table 1 in the article in the work you

A Oh, left-hand column, thank you. Six lines did in Chapter 3 in your report?

up? A No, I do not agree with that statement,

Q Yesh 01:51PM Q  And whni's wropg about that statement? 01:54F7M

A Yes A What's wrong about thot sizlement is thay, as

Q  Could you read that sentence for me? putlined in Section 3, I'm doing a relative analysis

A Neighborhood quality is based upon variabies, with i base case, in which 1 hive nssessed the facts

such &5 & pereentage of households below the poverty obout the similarities with a number of controd

level, school disirict, ethnic compasition and 01:51PM varinbles that nppear here thot are bosically 01:54PM

accessibility to the Dallas-Fort Worth Airport, the inctuded in the base for which T am focusing on,

Dualias central business district, CBD, and the whether there's some diminution at Tenkiller

Galleria Mall. resulting from the ofleped harm of poultry

Q Do you think that neighborhoed quality is operstions surrounding thot lake.

fuctor that ean influence house prices? 01:51PM Q  Isit your position that you controlled for 01:55PM

A It's possible. Depends on the facts, these features via the dummy yariable for Lake

Q Now, in Table 1 on Page 279 of this article, Tenkilley vis-a-vig the constont term?

you jdentify varinble definitions and deseriptive A No. It'smore than thot

statistics; correct? Q  Explain to me what you mesn.

A Yes 01:52PM A Tmean that there are individun] transactions 01:55PM

Q  And in this model that you did here - from the base case, and I'm certninky looking at the

A Just o moment, That's not 8 model there in ndditive effect with regard to a potential stigma

thit Table 1. associated with Lake Tenkilier, but I have, in

Q Right. Inthe table the third variable addition, observations which allow me to distinguish

identified is called Iand area, and the description 01:52PM for both sites what the value, the imputed value is 01:56PM
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of different characteristics ond atiributes of the
properties at ench of the focatians.

Q Do you know what the percentape of the census
trek below the poverty line is around Lake Eufauln?
A No,ldonoL 01:56PM
Q Do you kmow that information for Lake
Tenkiller?

A No.

Q  So then how do you know they're similat?

A Ifthere are written communications, it's my
understanding that it's been produced. If it's ornl
communications, then, no, it hasn't been produced.

Q  And once she had the data, what procedure did
she follow? 02:00PM
A She would have tuken —I don't know whether

in fact she got the doia in clectronic menipulable

format or whether she got hord copies. Regordless,

of the form in which it came, il would have been

MR, DEIHL: Object to the form of the 01:56PM entered into on Oracle dntabase at OnPoint 02:00FM
question. Analytics, and that's where the raw data would
A They're similor anly with respect to the reside,
geogruphic locntions of the 1wa properties, the Q  When you sny that the dain has been produced
trunsaction costs associated with major core in this case, what do you base that en?
metropolitan areas with regard to trunsport costs 01:57PM A I'base thot on the representations from my 0201 PM
from major locations and the configusistion of nearby staff that all the analysis that we did based on
communities, that they're comparshble in that data that we did not exiract from Steatus, the
respect, That's what 1 know. Stratus report, that all of that information, slong
Q  But yuu don't kmow whether they're similar? with whatever codes were used for generating the
A think I've already testified to whether 01:57PM statistical models, was produced. 02:01PM
they're simifar. We spent et [cast an hour this Q Do you know whether the data extraction was
morning discussing that. dene all at once or in stages?
Q  Well, with all due respect, Dr. Rausser, we A I want to meke sure I understand your
did not spend an hour going over whether you knew question. Do you mesan with regard 1o the data
that the percent of the census tracked below the 01:5TPM | reported to us or collected by us from the county 02:02PM
94 96
poverty line was simitar in those two regions. assessor's office?
Let's shilt gears for a moment and talk sbout Q  Let me give yon an example. Were both lnkes
the procedure that wes used o obtain the dats — information related to both lakes extracted
undedining the hedonic model here. Can you simultaneously or separately?
describe for me who on your staff did the data 01:58PM A First ofall, they were collected separntely. 02:02PM
extraction and what protocols they followed? They were nnalyzed, however, simultaneously,
A Lisa Kenting was the person an my stafT who Q 15 there a concern in the hedonicy literture
hed worked with datn, similar data from ather county about including observations in the dataset that do
assessors’ offices, and she conlacled them directly nit represent arm's length transactions?
and there wns some cos! ossociated with purchasing 1:59PM A Yes 02:03rM
the dain, transaction costs with regard 1o Q  Okay, and is the concem thst those types of
purchasing the dala, which she sought and received transactions may result from eithey transfers to
approval from counsel and porchased the data. family members or from one business to another well
QDo you know whether there is any dovumentation under market value?
a8 to the currespondence hetween Ms. Keating and the 01:59PM [ A There isn concern on the part of analysts in 02:04PM
county tnx nxvessors? that regard, but there are seme checks and balances '
A Ne. in place, most of which are sourced with IRS
Q Do you kmow what kind of documentation exists regulations.
in terms of what she received back from the county Q  Isn'tit true 1hnt the terature recommends
tax assessors? 01:59FM omitting ebservations on prices that are implausibly 02:04PM
A No. low?
Q Do you know whether that information is A Depends on the ceiteria for implousibility.
pruduced — has been produced? Q  Olkny. Do you agree that it's approprinte to
A The data has certainly been produced, exclide observations on prices that kave some low
Q  And what about any communications? 02:00FPM value that would suggest it's not an arm's length 02:05FPM
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transaction?

A Not withost ndditional prior information or

faclug] information that would indicute and provide

yosu o bosts for drawing an inference that it was

less than amn's length, 02:05PM

Q  So what information would you need to come to

the conclusion that dropping observations on the low

end i3 nppropriste?

A Waita minte. You've now changed the

question. 'The low erd is not necessarily 02:06PM
implausible. Are you equaling in your questions,

your prior questions and your new guestion low end

beinp impleusible?

Q  Let me rephrase oty question. What information

would you need to conclude that dropping 02:06rM
observations on the low end is spproprinte?

A Information from outside the sample.

Trend that correctly?

A Youdid

Q Do you lmow whot protocol was filed or

followed, excuse me, for excluding repeat

tminsactions in a single year? 02:09PM

A The protocol was that the first transiaction in

time that was recorded was the one that was

exeluded — pardon me, included.

Q  Okny, and was that protocol in written form?

A Cenainly in the code that mapped from the 02:10PM
dntn to the stotistical model.

Q  Olmy. Whe prepared the code?

A Lisa Keating working with an Oracle database

manager.

Q Do you lmow who that munager was? 02:10PM
A 1 don't know which one she was working with,

one of among three.

0  Like what king of information? Q  Is that someone on stafl ot OnPoint?

A Like nn investigation of (he transaction and A Yos

the acual parties entering into the transaction ond 02:06PM Q  Did you review the code? 02:10PM

what is their relstionship with one another. A No

Q s there any liternture on dropping Q Do you know whether there are other exclusions

obscrvations on the high end? of cbservations that are explained in your report?

A Yes A Canyou be more specific? You're asking me

Q  And what does thai litemiuwre entafl? 02:07PM about exeluding observations that | discussed in my 02:11PM
98 100

A That liternture goes to the standard report?

stotistical annlysis with regard to identifying G Correct.

outliers, and there is n rich literature with regard

1o statistical outliers,

Q  And is this literature in the hedonic 02:07PM
regression context?

A Oh, it's much broader than that. No, it's not

specific to hedonie repression analysis.

Q  Olmy. Areyouaware of any literature in the

hedonica context that talls about dropping 02:08PM
ohservations at the high end?

A Aside from statistical outlier analysis, |

don't recall any, no.

Q  Olmy. If you would turn with me to Page 23 of

your report — 02:08PM

A Yes

Q  —and let me direct your attention to

Footnote 10,

A Yes

Q Do yoe have that in front of you? 02:09PM
A Tdo

Q  Olmy. So the second sentence of thst footnote

says, bowever, there were 73 insiances where a

single property had more than one transaction in a

single year. These transactions were excluded. Did 02:09PM

99

A Centainly in meking some of the comparisons,
all of the transactions associated with Eufauln were

excluded, so it depends upon the analysis that was 02:11PM
being canducted with regard to what observations

were included or excluded. 1n addition, there was

some analysis leoking nt whether the results were

sensitive to tails in the distribution, and

observations in those tails were eliminoled, which 02:12PM
is a nutural check that we do at OnPoint Analytics

with repard to ench and every statistics analysis

that we do. It's part of the aceurncy, quality of

anelysis. So there would have been outlier

routines, which would have Jooked at the results, 02:12PM
discarding observations in the 1nils.

Q  Now, with regard te the exclusions described

in Footnote 10 on Page 23, do you know whether there

were any checks in place to ensure that the protocel

you described of only ineluding the first 02:13PM
transaction within that year wns followed?

A Inthe normal course of dats accurncy, the

dntn, the Oracle data manager would have followed an

analysis to check randomly n comparison to make sure

that the protoecot was in fact followed, 02:13PM

101
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Q Do you know whether that was done here?

A No

Q  What does the term trimming mean to you in the
hedonies context?

that os &n available sensitivity analysis, and she

would heve reviewed it.

Q Do you recall dropping observations oo the low
end in the McCluskey paper?

A There's oll sort of jargon that's used in all 02:14PM A Dolrecall? This paper was written ten yenrs 02:18PM
statistical models. I'm nol going to sit here and ago, 5o I'd like the opportunity to review it,
speculate sbout the definition of trimming. [Fyou Q  Dr. Rausser, I'm not trying to give you a hard
wanit to show me e document that uses the term, 1'] time. I'm just trying to find out what you can
cerlainly pssess it for you, but [ attempt to stay recall. So why don't you turn to Footnote 10 of the
away from jurgon in my work, 02:14PM McCluskey paper, which is Exhibit 16. 02:19PM
Q  Fair enough. Other than the cxclusions that A Yes.
are described in Footnote 10, are you aware of any @ Ohay. Have you revicwed Footnote 102
exclusions made to the datasei? A Yes
A I'veelready explained to you some exclusions Q  Ohkay. Can you read that alond for me?
that wert to looking at what the potential effect 02:15PM A Aspart of our data protocols, we exclude 02:19PM
would be of autliers and focusing on eliminating the abservations that seem unreasonable. The
trils in the distribution 1o see how sensitive the unressonoble observations are those with any of the
results were to such eliminations. following cheracleristics: Price less than $4,000,
Q Do you know whether observations were dropped lot size prester than 43,560 square feet of less
at the low end? 02:15PM than 400 square feet, and living area less than 400 02:19FM
A In thet sensitivity anolysis | just described, square feet,
that would have been the normal course of seeuracy Q  Ouny. Now this suggests that there was no
and sensitivity anolysis that's conducted in any dropping of observations ot the high price end;
statistical models that are assessed and evalusted correct?
by my stafT al OnPoint Analytics. 02:16PM A With regard to exhibit — 02:19PM
102 104
Q Do you kmow what was done here? Q  Inthe McCluskcy paper, cormect.
A Vknow that it wasdene. T don't know A Yes, in Foatnote No, 10, yes,
specifically what was done, Q  Now, you mentioned earlier the issue of
Q Do you know whether observations were dropped outliers and potentinlly dropping outlicrs on the
on the high end? 02:16PM hiph end. Did I understand you eorrectly? 02:20PM
A In the sensitivity analysis with regerd 10 A Youdid.
outliers, I've already told you, yes. Q  Olmy. How do you define on outlier?
Q Do you know what was done here? A Well, idenlly an outlier is an observation
A 1know that it was done. | don't know that is not drawn fram the populotien from which
specifically what was done, whether it wasa 02:16PM you're attempting to dmw inferences ehout, 42:20PM
statistical outlier aralysis or whether they chase Q  Aud whant kind of sealysis is doge to determine
simply to look at reducing the teils and looking at whether outliers should be dropped from the high
the remaining observations. end?
)  And who would have made the decision to reduce A There's all sorts of mechanical routines for
the tnils? 02:17PM identifying outliers and determining whether they 02:21PM
A That would huve been the normal course of the nre dmwn from a distribution that is diferent then
sintistical nccuracy analysis that's conducted by the distribution of the population underiying the
datn nnalysts at OnPoint Analytics. samygle that you're evaluating,
Q  And my question i3, who specifically in this Q  Now, in your view would it be appropriate to
case would have made the decision io reduce the 02:17PM | exclude observations on the high end without looking 02:21'M
tails? at the particolary of those observations?
A Thatis a company decision. I'snota A Everything else constont, you would prefer to
decision that is determined by any one person, Tt have canerete information, not anly on the hiph end
is done in the normal course of business, and the but as wekl on the fow end.
analyst, in this case, Lisa Keating, would have had 02:17PM Q  So help me understand, What kind of 02:22PM

103
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information would you look at?

A Inthe cose of property values, the kind of
infermation you would lock at is the underlying
transfer of property rights or deeds of trust and

population. It depends upon the characteristics of

the data ilself,

Q  And who does the analysis (o determine whether
il's 5 percent or 1 percent?

who the parties were to those particular 02:22PM A The data architects or annlysts have both 02:26PM

transactions. Thal would certainly be one bit of routines in place. They simply turn on o disl and

information thot's outside the sample that could be they get both sets of results, They don't make the

evaluated to nssist with regard to determining decisions, They simply repot it.

whether it's drawn from a different population then Q  Okay. I'm just trying to understnnd how it

1he population that you're sttempting to draw 02:22PM worls, 8o if T understand correctly, both protocols 02:26PM

inferences nbout. are run aod both resulis are reported to the

Q  And s it your view that that's the analyst?

appropriate analysis to do with regard to high-end A Genenully spenking, yes

and low-end ohservations? Q  Olay. Do you lmow whether those resulis have

A 'Thot's on example of an approprinte onalysis. 02:23PM been tumed over in this case? 02:26PM

The key is1o use information from outside of the A Tdonot

sample to be able to inform your analysis about Q Do you expect that the nnning of those

whether specific observations may be drown from o protocols occurred with regand to the data here?

difTerent underlying population distribution, A Asis normal practice at OnPoint is to run

Q Do you know what was done in this case? 02:23PM | that. 1 it has no implications with regard o the 02:27PM

A I've already explained o you what was done in analysis we've conducted nrdd se haven't relied upon

this case. There are standard proctices that are in it, no, I wouldn't expect it to be reporied. H we

place at OnPoim Analytics that would Jook a1 two did rely upen it and reported it in our actual

different mechanisms for dealing with potential declaration, them | would expect it to be included.

outliers, One is simply 1o drop the toils of the 02:24PM Q  But is it your belief that Lisn Kenting would 02:27PM
106 108

distribution, all those observations below .05 on have received the results of the mnning of thase

the probability density function and all those two protocols?

observations above .95, There is another sel of A Yes

statistical protocels that o 1o mensuring the Q  Okay. Let me hand you Exhihit 17, and this

distonce between specific extreme observations and 02;24PM | document came oot of your considered materials. Do 02:28PM

observaions within the concentrated part of the yous recognize this document?

sample, and those are very complicated sieps that A Yes

involve formal criteria that have been developed by Q Whatisit?

the statisticol liternture with respect to software A This is o document that indicates the

routines for dropping such observations, and both of 02:24PM | directions and instructions that Lisa Kenting 02:29PM

those two protocols ore in place at OnPoint specified with regard to the sofiware routine, I

Analytics with regard, a1 indicated, to think this is data, on estimating the models that

stntistical analysis thal are conducled based on appear in Seetion 3.

economic data or statistical data. Q  Oblny. Did you review thiy ai the time it was

Q  So with regard to this standard protocel at 02:25PM prepared? 02:29FPM

CnPaint in terms of dropping the tnils, is there a A This specific document, no, but a discussion

spegific percentage — 1 think you mentioned it — with Lisa Kenting about this docutnent, yes,

that is always followed? Q  And what do you recall about that discussion?

A No, Inthe first cose there is with respect A That we wanted to look not only at the

to dropping the tails, 5 percent of the observations 02:215PM addilive effect of Tenkiller Lake vis-a-vis the bose 02:30PM

ot the low end, 5 percent of the observations ol the but we also wanted to include an analysis looking ot

high end, which would mean you would end up dropping Ihe interaction effect year by year, nnd she

10 percent of the observations, bl with regard to certainly bas represented this in the instructions

the more complicated statistical protocols, you may that she pepired,

end up dropping 8 half a percent of the total 02:25PM Q  Okay, If you'll tumn to the first page, 02:30PM

107
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almost halfeny down you'll see s line in caps that
sayd Excludes Sales Priorto 1995, Do you sec that?
A Yes

Q  Then going five lines below that, there's a

A Water clerity in meters as calculated by
Secchi mensurernents. Fm not sure | pronounced that
carecily. So they've pot a formal scientifie
mensurement that they have used for thet purpose.

line of code that says keep If price, et cetera. Do 02:31PM Q  Inconnectinn with ysur work un the hedonic 02:36PM

you see that Jine there? model here, did you review the three studies from

A Keepil price DEFSF, yes. the liternture that yon cite in Chapter 32

Q  Correct, okay. Docs that fine refer to the A Asbackpround infermntion, § would have seen

dropping of the low end and the high end, so below 5 these orticles well before the preparation of this

percent and nbove 95 percent? 02:31PM report. So did | review them at some point in time, 02:37PM

A I'd have to go bock and look at it It's yes.

certninky supgestive of that, but as | indieated, 1 Q Do you reenll reviewing them specifically in

haven't reviewed this specifically. connection with this hedonic modcl that you used

Q Do you know what difference it would mnke to here?

your resuldts if you dropped observations with 02:32FM A No 02:37PM

unususlly fow sales prices but not those with high Q  Let menlse give you the Holly Michoels study

snles prices? that you cite and we'll mark this 29 Exhibit 19.

A Withrespect 1o the second protocol thot we A Thank you.

spoke abow, mainly the siatisticof autliers, if Q  And I'll sk yon the same question here: Can

that pusticular routine resulted in just dropping 02:33PM you tell me what measure they used for water clority 02:37PM

the low end, which I don't recall, but if that were in their mpdel?

fhe case, then I certninly could review it ond see A Well, they used nine different mensures of

what its implications were, bul [ kaven't and don't water clarity. You want me to give all nine of them

recal] whetker thal cenditioning is correct, let to you?

alone the inlerpretation. 02:33PM Q Idn 02:38PM
110 112

Q' Soyoo don't know how that would impact your A Youdo?

results? MS. MOLL: I'm being told it's time for a

A Idonot. tape change.

Q  Now, the purpose of the hedonic study was to VIDEOGRAPHER: We are now ofT the Record,

exgmine the economic impact of reduced woler quality 02:33PM  §{ The time is2:39 pm. 032:39PM

at Lake Tenkdller; correct? (Following a short recess at 2:39 p.m,

A Well, more then that, 1think you'll see in proceedings continued on the Record 01 2:36 pum.)

the opening pargraph of this section, i's not only VIDEOGRAPHER: We're back on the Recerd.

the reduced waler qualify or any other diminutian in The time is 2:56 p.m.

the nesthetie or existence value of the ke, 02:33FM A Allright. They bave wsed a number of 02:56PM

Q  Olay, but in your report you cife to three diflerent clarity metrics. One is current waler

studies in the literature that evaluate the economic clority, and in current water clarity they're using

impact of redoced water quality, don't you? a mensure of minimum elurity for an entire year in

A ldo. which a property was sofd. They also have the

Q Olay. Let me first give yoo the Gibbs study 02:34PM minimum elarity measurement Tor the prior year, 02:56FM

that you cite, and we'll morlk this as Exhibit 18, They have another category of metrics that pa to

Can you tell me what measure they used for water historical water clnrity. In here they've used nn

clatity in their model? average of the minimum clarities for the summer

A Well, they certainly are representing thal the maonths for the ten years prior Lo o sales

measure that they've used is a function of the 02:35PM transaction. They hove a number of imeraction 02:57PM

nutrients in the lake, but you're asking me a more {erms that they include with respect 1o the minimum

specific question. You want me to find exnctly the waler clarity, They have an interaction term with

scientific measure of what they wsed with regard to respect ta improving welter clarity. They also have

that functional relationship with nutrents? o delia in terms of the change with regard to the

Q ldo 02:35PM current minimum vis-g-vis the historical minimuem, 02:57PM
111 113
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ond then they have some water clarity mensures with
regard to sensonal changes, One is the maximum
water clarity in their dataset. Another is the
percentage change in ¢larity over just the summer
months. 02:58PM
QDo yon lkmow what these measures are hased on?
A The same measuremends that the earlier

nriicle —

}  Thot's — I'm sorry.

A Go ghead. 02:38PM
3  Twas just poing tu sny and that's based on
Secchi disk readings?

A Yes

Q  Let me hand you Exhibit 20, which is put of
your materialy, nnd it's the Poor study that was
identified in Chapter3 of your report. I'm going

to nuk you the same question. Can you tell me what
measure the Poor study anthors used Tor water
qunlity in that modei?

A They refer to ambient water quality, and it's

02:59PM

02:59PM
n metric for suspended solids and dissolved

inorganic nitrogen.

Q Do you kmow how many menitoring stations this

study used?
A Yes 03:00PM

1i4

A I'm looking on Page 17 and 18 of the report,

Q  And why did you unse that metric?

A Because that was the metric that was available
from a third-party source, namely the Army Carps of
Engineers. 03:04PM

Q  Isit standard procedure in the literature to
vse a dummy variable to represent water quality?
A Depends on the purpose for which you are doing
the analysis. So there is no slandard unless you
specifly what the purpose is. 03:05PM
Q  Can you give mc examples of studies that use a
dummy varinble to represent water quality?

A A study thet was conducied by Seeco Zeusman on
water quality, both surface water quality and
groundwater quality, in the state of California,

used dummy variables for water quality and measured
ils impacts.

Q  Any others?

A I'msure there are others, but 1 don't hove
them ot my fingertips.

03:06PM

03:07PM
Q  The Zeusman article, in what journal does that
appear?

A Ibelieve it's in o book chapter, nlthough

there may be a refereed journal article as well. 1

don't recall. 03:.07PM

116

Q  Howmany?

A 22

Q  Ohkay. What measure for waler clarity do you
use in your hedonic study in this case?

A The model is using o base metric with repard

to the base lake, and it's looking at the change in

03:00PM

Tenkiller ncross time with regard 1o any diminution
in property values that could be sourced with the
relative change in water quality of the base lake
versus Tenkiller that was bose Inke up above. 03:01PM
Q Do you know how many monitoring stations there

are in Lake Tenkiller and Lake Eufaula?

A 1don't recall the specific numbers, but in
Section 2 there is information that was used with
regard 1o the clarity messurements for a number of
lakes within Oklahoma, including the two lakes thot
are analyzed in Section 3. 1 don't recall the

nuinber of monitoring stations.

Q  Okay. What specific information out of
Chapier 2 are you referring to?

A I'mreferring to the metric with regard to

water clarity that is used in the onalysis that was
conducted in Section 2 that is sourced with (he Army
Cormps of Engineers.

Q  And on what page are you looking?

115

03:03FM

03:03PM

03:03PM

Q  Buo you imow whether you cite that article in
your reference meterinly?

A Donot

Q Do you know what yesr that article came out
roughly? 03:07PM
A Early '00s,

Q Do you know its title?

A No,

Q  Why did you not use the metric that you
referenced in Chapter 2 in yoar hedonic study in
Chapter3?

A Because it is a relative annlysis, and I'm

03:08PM

using o specific base there. 1n Section 2 we're nol
using n benchmark annlysis. Section3 isa
benchmark analysis, and as & result, one does not
need to include all of the other potentinl
co-foctors il they're embedded in the benchmark as
well as in the properties that you're looking at
near Tenkiller. That's why.

Q  And what literature do you rely oa for the
approach that you took?

A Onthe benchmork analysis?

Q Yes

A All the liternture and ofl the work that T've
done previously on property -- potentinl alleped

117

03:08PM

03:08PM

03:09PM
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propesty déintrution resul ting from emironmental
contaminngion, including the work with Jill
McCluskey, which is not only the paper nnd the

review of econcruics nnd stalistics, but s well a

Q  Yesh

A My recollection is that Dale was an employee

al Law & Economics Consulling Group and worked on
one of the cases, litipastion coses that | just

paper that was publishied in the Joumal of N3:098M referred fo, and he, throuph that litigation, had 03:16PM

Envimnmeninl Economics and Management, nnather aceess to the Dolins data, the City of Dallps data,

paper that was published in Contermporary Econorme 1 think we cite that in ane of the exhibits that

Policy ond the earlier work that | referred to that you've shown me this morning, in particular Exhibil

you asked me about with respect 1o litigntion, All 16, and his poper wos published - well, there are

of that work is designed to use berchimirk analysis, 43,09PM {our nuthors an this paper. This was published in 03:17PM

and that's what Section 3 focoses on. Land Economics, and your questian now is what data

Q  Olmy. I'd like for you lo identify did he -

specificatly for me the articles that you're relying Q  What kind of analysis wis conducted in Dale

o Soyou've identified some in vague lerms, bot 19997

if yon could give me more specifics in terma of 03:10PM A Whether property values — the fundamental 03:17PM

years, journals, article titles, if you can recall question, ns 1 remember, was whether property values

them. recover nfter there is a remediation of some source,

A Huznrdous Waste Sites ond Housing Appreciation presumed causal seurce ol contamination.

Rales, Journal of Environmental Economics and Q  'Was that 2 benchmork nnalysis?

Manngemeat, Volume 45, Morch 2003, Neighbochood 03:10PM A ldon'trecall. If you have the paper, ['l 03.17PM

Effects in Commpensation For Property Value review it und tell you whether it's a benchmark

Diminution, Law & Policy. Estimation of Percejved anolysis,

Risk and Hs Effiet on Property Values in Land Q  Asyousit here, you don't know?

Ecanomics, February 2001, With respect to the A No, but 1 do know fer a foct that he worked on

litigation that we discussed earlier, Ford Motor 03:11PM that case, an enpagement in which | was a testifying 03:18PM
118 120

Credit, vis-a-vis residentinl homeowners in the city expert,

of Benecio, California, and I don't recall the Q Do you know if there was a change in water

caption on the Dallos study, but that study, too, clarity in Lake Tenkiller aver time?

was a — ot least with repard to the litigation and A ‘That con be determined by looking ot the

the analysis wes nccepted by the courd with regard 03:12PM underlying data that's reported by the Army Corps of D3:18PM

10 the benchmark unalysis. A series of studies that Engineers, and we huve produced that data, [ don't

was condected while 1 was at the University of recall exactly what it shows; however, | do know

Chicago on property diminution reseiting from that, based on my benchmark analysis, that even il

diminution of air quality. “Thit, too, wasn there is some deyradution, it i5 oot reflected in

benchmark annlysis, and - 03:13PM the inberent value relative to the buse case that I 03:19PM

Q Letmeintermupt. snalyzed in Section 3.

A No. I'm going to answer your question as you Q  But you don't know how water guality changed

posad it to me. You want detnils about where these in Lake Tenkiller for the period 1995 to 20087

publications nppear. Environmental Impacts on A 1don't have that memorized. It is eertainty

Electricity Systems' Growth. 1 is published in 03:14PM ineluded in the underlying datn that hus been 03:19PM

Envirommental Pollutants and The Urbin Ecenomy. In produced that was used in Section 2 of aur report.

oddition, en orticte thot goes to bid snalysis with Q  What if there hnd been no chonpe in water

regard to the underlying theary for hedonies or quality over that period?

benchmark analysis is o paper published in the A Whnt if there hod been no change; what if with

Journe! of Urban Economics that's entitled Pollution 03:15PM | vepord to what? 03:19PM

ond Land Use, Optimum and Decentralization, that Q  With regard (o your conclusion in Chapter 3.

appears in 2008, A It wouldn't change my conclusion in chapter or

Q  What kind of analysis was done by Dale in the Section 3,

1999 article? Q  Whynot?

A By Dale? 03:16PM A Becnuse my conelusion is bnsed on o benchmark 03:20PM

118
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analysis. It's based on the isherent value of
properties around one Jake versus another lake.
Q  But woulin't that mean that other factpry
other thon water quality would expliin your

A Yes

Q  Why do you believe it to be in error?

A Becouse my recoliection is that there was na
caded incomes ut nbove that tevel.

statistical resulty? {3:20PM Q  And you wanted 1o Jook at the source data for 03:25PM
A [hoven't analyzed those other properties, that in your binder. 'Would yon take s look and see
All Fm concemed obout — don't lose sight of the if you can come up with a correct number there?
purpuse for my analysis. The purpese for my A No. It'snot in my source binder. 1 was just
annlysis is te determine whether these's any checking to see if it was and it's not.
diminution, not what is the cause of that diminution 03:21PM Q  DBut as you sit here now, you believe that 03:25PM
but is there any relative 1o the base, and there number should be in the millions?
ism't. A That'smy recollection, yes.
Q  Now, if water quality had remained the same Q  Okny. So assuming that's the case, why did
throughout the period 1995 to 2008, couldn't the you drop those chservations?
presence of the cnsine st Lake Eufoula explain your 03:21PM [ A Aslindicaled to you earlier, there isa 03:25PM
benchmark result? stondord outlier nnralysis that we conduct at
A May 1 have the question back, please? OnPoint, and that outlier analysis would have

(Whereupon, the court reparter read strongly supgested the elimination of such recorded
back the previous guestion.) income levels,
A Firstof oll, thol guestion can’ be answered 03:22PM Q  But why did you not impute income to those 03:26PM
withow knowing what the effect of the casino is. observations?
Is the effect of the cusino presumed to be positive A Impute income you said?
or is it negative? Q Yes
Q  You didn't contro} for the casino; correct? A 1don't know what your question means.
A No, and [ have no desire to do so, given the 03:22PM Q  Aren't there statistics] techniques for 03:26PM

122 124
purpase for my analysis. Lel's come back to your asgipning incomes to obaervations like this in lien
prior question. I it hod a positive eflect, then of droppinp them?
that would just strengthen my analysis il T removed A Certainly, but it wouldn't have mode ony
it. Ifit had n negative effect, then | would be difference in the analysis that's conducted here,
concemned obout the relative infierence or the 03:22PM So why would any value be added by doing so? 03:267M
inferences thot 've drawn based on the relative Moareover, if you look at all the anolyses that's
vitlue of nearby properties ot ench of the two lokes. here, we focused on income [evels reported from —
Q  Olmy. We'll shift gears again to your report for the respondents that mnged between 0 and
at Exhibit 2. If you'd kindly tum to Footnote $600,000 per year. So all abservations an incomes
65 - 03:23PM nbave $600,000 are nat included in the analysis. 03:27FPM
A Foolnote 657 Q  Okay, and how many observations did you drop
Q  Yesh, On Page 100, Thank you oo that basis?
A Thank you. A Itwasnsmall number. 1den't recall the
Q Do you have that in front of you? specific number, but you should have — that hos
A ldo, 03:24PM been shared in our production of what we relied spon 03:27PM
Q  Would you kindly read Footnote 65 for me? in the analysis that we performed.
A [will That would appeartoben Q Do yoo know whether it was more than a
typographical error, and I'm going to look at the mdred?
source datn. [ believe thal should be 99 millien A Idont reenll
rather than — is that trillians there? 03:24PM Q  Olny. Would you turn the page to Page 102 of 03:27PM
Q  Can you read Footnote 65 for me? your report and look at Table 5,57
A Yes. Those respondents with coded incomes ot A Yes
or over 99,999,999,998 nre dropped from this Q  Olkny. If you look ot the fimt four rows that
analysis. corvespond with the quartile grouping; dn you see
Q  Okay, and you believe that to be in error? 03:24PM that there? 03:28PM
123 125
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A Yes [do.
Q  How many enlealntions are wsed for the first
row of that grouping?

A Namely from the 60,000 to 00,000 ol income.

clnsticitics?

A The income elasticity, [ don't belicve we
included that in the repar, but thet is computable
from whot we have produced.

1 don't have thal memorized. Once aguin, it's been (3:28PM Q 50 you huven't referred to that; correct? 03:33PM

produced. A Notinthe — not in Exhibit 2, no.

Q  The first row there is the highest gronp, Q  'Well, have you produced it anywhere elve?

income group; correct? A [tisimplicit in what's been produced. One

A Yes can lake the estimoted elosticity off of the Logit

Q  And is it the case that the navernge income for 03:28PM model and compuie a confidence interval for that 03;34PM

obseryations in this group is 106,570 specific parameter. That's not something we did ar

A For this group, the mean income is reporied preduced, but it ean be done.

there us 330,000. Q Okny. Give mea moment. Ohay. T want o

Q  Would it surprize you if the nimber in the spend some time going over the ABERS and Turbull

output from this dotn code reported it as 106,570? 03:29PM estimator issue 03:36PM

A Td hove to see the code, A 1was looking ferward 1o this,

Q  And iin't it the case that the income Q I have been v well, 5o we're on egual

elnsticity for this highest income group i .158? footing. Have you read the paper by Bruce Tumbull

A No. on Nor-Pamumetric Estimation of 8 Doubly-Censored

Q  What do you believe it to he? B3:30PM Survivorship Function in the Journal of the American 03:36PM

A lbelieve it to be what's reported in Table Statistics) Associstion?

5.1 bused on the Logit model and namely including A Some years ogo, yes,

nll of the olher explanntory varinbles thet exist in Q  Did you consider it in connection with your

or for that particular quartile, contribution to the Desvousges/Rousser report?

Q  Ohkoy. Who prepared the code that was vsed in 03:30PM | A Implicitly | doe't recrl) going back ond 03:36PM
126 128

ronnection with Table 5.57 reading i1, but 1 read it some years ago, yes.

A Joonne Lee, Q  But it wasn't in your considered materials;

Q  And did yon review it? correct?

A Atsome point, yes. A It was not.

Q Do you recall doing that? 03:30PM Q@  Have you vead the paper by Bruce Turnbull on 03:36PM

A Yes Non-Parzmetric Estimotion of nn Empirical

Q  How closely do you review the computer output Distribiution Fonetion wilh Grouped Censered and

that Joanne Lee produces? Truncated Data in the Journal of the Royal

A Howclosely? What do you mean haw closely? Stntistica) Society?

Q  Did you review the computer ontput that Josune 03:31PM | A Some years agp, yes, but nat in prepamtion 03:37PM

Lee produced? for the repon, Exhibit 2,

A lreviewed the stnlistical results, yes. Q  And it was not in your considered or refevence

) So to your knowledge, Table 5.5 is correct? materinly; correct?

A Yes A No, but subsiitutes, and [ would asrpue perfect

@ Do you know what the confidence intervals are 03:31PM | substifules were, 0337PM

that relute to this table? Q  And which da you feel are perfect substitutes?

A Tuable 5.57 A Hanb and McConnell tint is referenced and was

Q Uh-hsh produced that's entitled Valuing Environmental ond

A 1dao, yes, with regard to the willingness to Nnturz! Resources, the Econometrics ol Non-Market

pay that's computed off of that for ench cose, yes, 03:32FM Vnlantion. 033BEM

and you'll find that information in appendix Table Q  Any athers?

C for the quintiles, not the quartiles, but we've A Na. That's the perfest substitute to wiich 1

produced it for both the quartiles, quintiles and wats referring.

saxtiles, Q Have you read the paper by Miriam Ayer, H. D,

) And how sbouot the confidence intervals for the 3:33PM Brunk, G. M. Ewing, W. T. Reid and Edward Silverman 03:38PM
127 129
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on Estimstion of an Empirical Distribotion Function
in the Annals of Mathematical Statistics?

A ldon't recall reading that article, no.

Q Have you read the section of the book

article entitled An Empirical Distribution Function
For Sampling With lncomplete Information by Miriam
Ayer, H. D, Brunk, G, M. Ewing, W. T. Reid, Edward
Silverman that was published in The Annals of

Stntistical Inference Under Ornder Restrictions by 03:38PM Mathematical Statistics in 1955, Ooce you've had nn 03:42FM

Badow, Bartholomew, Brimoer and Brunk desling with oppurtunity to look at it, can yoo tell me whetker

isotonic repressian? the estimption protlem considered by ABERS deait

A No, I don't believe 1 have. with dntna that are lefi-censored or right-censored?

Q  And have you read a similar section of a book MS. MOLL: Why don't we po eff the Record

Order Restricted Statistical Inference by Rohertson, 03:39PM while Dr. Rausser finishes reading the article, 03:44PM

Wright ang Dijkstra? VIDECGRAPHER: We're now of the Record.

A Not that book, but I've read a number of The time is 3:49 p.m.

artictes by Dexira — Dijkstra, but not that {Whereupaa, o discussion was held off

particular boak, no. the Record.)

Q  Olay. Do you understand the acronym ABERS to 03:35PM VIDEDGRAPHER: We are back on the Record, 03:50PM

be a reference to an article by Ayer, et al? The time is 3:50 p.m.

A Yes. A [don't see where they use any language with

Q  Tsn't the estimation problem considered in regard to right or left-censored. 1 would have 10

that paper different from the estimation problem o through the mafhematical derivations o determine

considered by Turnbull? 03:39PM which ol thate two it is, s not lanpuage that N3:51PM

A My recollection is Tumbull generalizes that they use in this paper.

particular estimnlor. That's my recollection. Q  Olay. Tum with me to Page 6§41 of the paper.

Q Do you koow whether the estimation problem A Yes

considered by ABERS deals with dnta that is Q  Fmlooking in the introduction section.

left-centered or right-centered? 03:40PM Starting pn the second line it says, there are, 03:51PM
130 132

A lden't recall, however, certain investigntions of which examples

Q Do you know whether the estimation problem are to be found in s number of differcat fields in

eousitdered by Turnbull deals with data that is which the result of ench ehservation is not # sample

interval censored or double-bounded (dnta? value of the random varinble being tested but only a

A That's my recollection. {15:408M number together with the information that the sample 03:51FM

Q' Okay. Now, the CV survey conducted by the value is less than or is greater thau that number,

Strotus team in this case invalved what is known as Bioassay furnishes an example, et cetern. Boes that

sinple-bounded question format; isn't {hat right? sugpest to you that ABFRS was deating with data that

A Yes, are tefi-censored or ripht-tensored?

Q  And a CV survey that employs a single-hounded 03:40PM A Twould have to po beck and do the derivation. 03:51PM

question formst gencrates respunse data thet is 1haven't done so, 30 I'm not prepared to answer

either lefi-centered or right-centered; isn't that that question,

right? Q  Olmy. Now, sfter doing the derivation that

A Yes, you just mentioned, if you came to the conclusion

Q  Andit does not penermte response data that is 03:41PM that ABERS was denling with data that is either 03:52PM

interval censored; is that correct? lefi-censored or right-censored, wouldn't you agree

A Correct. that the datn from the CV survey here wonld merit

Q  Now, Ibelieve you agreed with me when I nuhed uging the ABERS estimator and oot the Turnbull

whether the estimntion problem considered by estimator?

Turnhbull dealt with date that are interval censored 03:41FM A Arewe talking ohout the cumulative 03:52PM

or double bounded; correct? distribution ar are we talking about the probability

A Aslindicated, he peneralized ABER nnd, density function?

moreover, included the mstance of an indifference Q  Woell, let me ask you a different question,

— indifTerent response. ‘Why did you invoke ihe Turnbull estimstorin your

) Let me hand you Exhibit 21, which fs an 03:42PM awn report? 03:53PM

131
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A Because there are o number of vialations of
both the ABERS and the Turnbul| with respecl {o the
underlying assumpticn of an empirica! distribution
that is monotenically increasing, and that condition

book did you rdy on?
A Tthink there's another part of the book that
spenks dirvelly 1o the anomalies,

MS. MOLL: 1¥s1time for o tape cliange Fm

is violated, and when il's violaled, the authors of 03:53PM told, 03:58PM
the Stratus study argued that they were using a VIDEOGRAPHER: We are pow off the Record.
conservative estimate, end it tumns out to be [alse, The time is 3:58 p.m.
Why is it false? Tt's false beeause when you move {Following a short recess at 3:38 p.m.,
from the cumulative distribution ta the density proceedings continued on the Record at 4:17 pm.)
function, they used a procedure for pooling and 03:54PM VIDEQGRAPHER: We are back on the Record, 04:17PM
reweiphting to correct for that anomaly, in which The time is 4:17 p.m.
they weren't conservative and did nat use what is in A Point of clarification with regard to Table
fact the representation in the literature of the 5.5, what's seferred to in the second columa is the
Turnbull estimale of the willingness to pay. midpoint of the range, net mean income, All of the
Now, it's my understanding that the outhors 03;54PM elnsticitics that ase reparied there were done at 04:18PM
have orgued thot there is no difference in the the mean of that grouping of the probability
Turnbull versus the ABERS with regard 1o estimating distribution,
the cumulative distribution and, moreover, | So caming hack to your question, if the mean
listened in on some of the deposition lestimony and were 158,000 for (hat quartile, no, it wouldn't
1 heard just such siatements being mede. That is 03:54PM  § surprise me at oll. 04:18PM
true with regard to the cumulative distribution, but Q  The Record will reDest that we were off the
i's not true with regard ta the derivation of the Record from 3:58 to 4:17 p.m. Dr. Rausser, who did
density function when snomalies tnke place, and you talk to during the break?
that's why I used the Turnbull estimator of the A Tinlked to my staff at OnPoint to make sure
wiilingness to pay off the density function. 03:55PM that the dats that was reparied in Table 5.5 was in 04:18PM
' 134 136
Q  And did you rely on an excerpt of the Haab and fact correct,
McConnell book in your own work on thnt? Q  Who specifieally did you speak with?
A Yes, Idid. A Joanne Lee,
) Okay, Let me hand yon Exhibit 22, which is Q  So your only correction to the table, Table
out of your considered materials. Is this the B3:55PM 5.5, is thnt mean income should instesd refer to 04:19PM
excerpt from Hanh and McConnell that you're nidpoint of income?
referring ta? A Yes, for that grouping, depending on whether
A That's part of it, yes. it's quartile, quintile or sextile, and in that
Q  And when you say it's part of it, what do you regard, too, purngraph - thit footnote you asked me
mean? 03:56PM about on Pnge 100 is in foct correct. There was 04:15PM
A What I mean i that there are other ports of some coding from Stratus that indicated thet income
the book that go directly fo treating the snomalies levels were above 99 billion or whatever it iz
that 1 spoke about, namely violations of the Q  And who did you speak with on that fontnote?
underying nssumptions with regard to the A Joanne Lee,
non-parametric estimator, whether ABERS ar Tumbull. 03:56PFM 10 I've handed you Exhibit 23, which s & chapter 04:19PM
Q  And did you prodace these in yonr considered out of a book by B. J. T. Morgan, Anubysis of
materials? Quantal Response Data, and let me point your
A Iproduced o reference 1o the entire baok. | atiention tp an excerpt in Section 7.2?
didn't think # was necessary to produce the hook, A 12?7
given that the authors of the Stratus study, at 03:56PM @ Ycs. OnPape 304 entitled The 04:21PM
lenst n subset of those suthors, have used that Pool-Adjacent-Violators-Algorithm; ABERS estimate.
textbaok in courses that they've laught at varions If you would kindly review the parngmph under the
universities, section heading.
Q  Well, you've produced an excerpt from (he A The eatire section?
book. So my question is, what oiber parts of the 03:57PM Q  Just that parspraph. 04:21PM
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A The first paregraph? A i gives the pooling proportions. This is not

Q  Correct. the estimate of the mean.

A Yes Q  So when you refer to the pooling of the

Q  Okay. Sostarting five lines Irom the hottom responses, you're referring 1o the proportions ofter

the text rends, as it wes originnlly propounded by 04:21PM | the adjustmicat ot doses 4 and 8 und doyes 128 and 04:26PM

Ayer, et al, 1955, the resulting estimate is 2567

sometimes cailed the ABERS eatimate, ¥t is obinined A Yes

by a strightforwerd slgorithm called the Q  And he nssipgns the same proportien to both

Pool-Adincent-Violators-Algorithm, which proceeds as dose levels; isn't that right?

follows. Do you sec that? 04:22PM A Yes 04:26FM

A ldo Q  Now, In the work you did here, you did not

Q  On the next page, Page 305, it sets forth adjust the proportions as shown in Morgun's table

Example 7.1 with a toble, Do you see that? Spend 8 using the ABERS estimate or the

moment to familinrize yourself with that takble, if Pool-Adjacent-Vinlators-Algorithm ns it's described

you would. 04:22PM here; right? 04:27PM

A Juston that poge! A Ceruinly | did. When | reported the ABERS, 1

Q  Yes certainly did,

A Okay, @ But dido't you wye the calculntion set out in

Q  Now, this tnble shows the proportions of the portion of Haab and McConnelf that you produced?

subjects responding to varions doses; fsn't that 04:23PM A Only for the Turnbull estimutor, but 1 04:27PM

coreet? reported bath,

A Yes ) Let me turn your attention back to Exhibit 22,

Q  And the successive mws refer to higher nod which is the excerpt from Hanb and McConnell,

higher doses as it progresses; correct? A Exhibit 23,

A Correct, 04:23PM Q  Obhuny, and il you look st Page 77, Table 3.5, {4:28PM
138 i40

Q  And the fourth eolumn gives the proportions; isn't that the ealculation that you used in sctting

is that right? out your Twmbull estimation?

A Yes A Yes

Q  And do you agree that the proportions in the Q  Now, if 1look in the unrestricted column of

fourth column should be increasing hecause higher 04:24PM | Table 3.5 on the exhibit you have in froot of you, 04:29PM

doses should produce a higher number of responses? the first through third rows are non-monoionic;

A Dolapree? | hoven't evalunted the dota that isn't that rght?

they're looking at. With regard 1o the underlying A The —in Toble 3.57

specifications of ABERS or Turnbull, the expectation Q Y

is it's monotonically increasing. So from that 04:24PM A I'd have 10 go bock and refresh my memory 04:329PM

standpoint, the theory of the underlying about what his symbols ore. You said the first row

non-parametric approach is that it should be as well is non-monotonic?

monotonically increasing, but I'm not making an Q  Am 1 correct that the first through thind rows

assessment nbout this dotn. are non-monotonic?

Q  Understood. Now, in two cnses, in the actual D4:24PM A I'd hove to po back and loak st the definition 04:30PM

data that's reported here, the proportions failed to of his symbols. 1f you are representing the

increase; isn't that right? response is NJ, but T would hove to look o8 how he's

A Thatis corect, in two insiences. For n dose defining NJ, thera is the decline, which would

moving from four Lo eight, it violates, That's the indicate a non-monotonic response from that first

anomalies | wos spenking nbout earlier and, ogain, 04:25FM row to the second row. 1 den't see the D4:31PM

inmoving fram a dose of 128 1o 236, it viololes the non-monotonic, given thot M is the response, ffom

underlying assumption, the second to the third row.

Q  Olmy, and the Inst column b this {able gives Q  Soifyoumade that assumption, what would

the ABERS estimate of the proportions, ian't that your answer be?

right? 04:25PM A That in movement from the cumalative 04:31PM

i39
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distribution 1o the Turnbull, looking at the
cumulative distribution, there isa pooling that
lakes place, und the probability moss or the density
funciien is o cemputed by looking nf the adjustment

Q Do you know of any application in the
statistical literature where 2 statisticinn doing o
noo-parametric maximum likelihood estimation of
singly censored dats with monolonicity imposed uses

that takes plnce ot the lower value, pooled back, 04:32PM the algorithm of Hanb and McConnell? 04:36PM

being consistent with the fower value of the A Haab and McConnell.

interval inquestion. Q  Otber than Haab ind McConoell?

Q  So bere Hanb nnd McConnell ave pooking the A My recollection is Mr. or Dr, Morey

first two rows; isn't that right? represented that he has done such in such

A Yes, and I'm confused by your reference about 04:32PM  § literature. 1 hoven') reviewed his publications, 04:37PM

the third row. but he certainly hed file copies where he

Q  Well, let’s stick with the first and second represented the only time there would be any

rows, difference between the meon estimate coming off of o

A Fine. probebilily mass adjustment nlong the lines of

Q  Olmy. Sothey pool the first two rows, and 04:32PM Exhibit 22 versus Exhibit 23 would be a coding 04:37PM

the pooled proportion is .343; corvect? error, and that's false,

A Yes Q  Well, my question was, do you lmow of any

Q  But they don't assign the proportion to both application in the statistical literature where a

rows; isn't that right? statistician doing a nor-pnmmetric maximum

A That's right. 04:33PM likelihood estimation of singly censored ditn with 04:37PM

Q  So this is different from what Morgan did in monotonicity imposed uses the algorithm of Hanb and

the table we looked at eardier; right? McConnell, other than Haab and McConocli?

A That table being on 303 of Exhibit 237 A I'd have to go buck and review the kiterature,

Q Yes 1 didn’t came memarized with all of the dilTerent

A Yes Yes, that is different. 04:34PM adjustments that various suthors have mode to 04:38PM
142 i44

Q  Now, if Haab and McCoanell had made a mistake, anomalies in their empirical cumulative distribution

that would invalidate your estimator, wouldn't it? in moving 1o n probability muss estimation, but 1

A Na can represent {o you that any prefessional, who

Q  Why? wanted his estimates to be conservative would huve

A Because there's an anomaly in the empirical 04:34PM | chosen the procedure for mechanically making the 04:38PM

data and, moreover, with any ancmaly, when you move ndjustment, would hove preferred the appronch that's

to the density function, there are alf sorts of listed in Exhibit 22, not Exhibit 23,

procedures that could be followed with regard to Q  As you sit here today, you cannot identify noy

assigning and adjusting for the particular such literature, can you?

probubility mass at different points along the 04:34PM A 1don't have that litemture memorized, so the 4:39PM

distribution, There is no prescription ubout the mnswer s no,

right answer. If you are going 1o proceed Q Do you know of any application in the

conservatively as the Stratus people represented stutistica] literature where a atafistician doing o

they were doing, then a more conservative approach non-parametrie maximum likelibood estimation of

would be to make the edjustment in the density 04:35PM | singly censored danis with monotonicity imposed nses M4:39PM

function that weights the mass ot the lower something other thim the Ayer, et s}, ABERS

estimate, not the higher estimate, and what in estimator?

effect is being done in Exhibit 23 and what the A Tmhaving difficult with how that question is

authors of the Strutus report did was concentrate different from the prior question. [ don't recall.

the mass ut the higher point and, moreover, in the 04:35PM | Q  Which procedures ame maximum likelihood? 04:39PM

files that were produced by a subset of the A ‘That's teo gencral o question to respond to,

co-authors in the Stratus report, they represented There nre o whole buneh of proceduses that are

that they in fact were following the Turnbul) maxirmum likelihood estimalors, both porametric nnd

procedure as represented in Exhibit 22 and, in fact, non-parametric,

they weren't, 0:36PM Q Do you sgree with me thst the criterion for 04:39PM
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the estimation is maximimtion of the Likefihood
function subject to » monotonicity constraint?
A Yes

Q  And do you agree that the goal of the

to the cunulative distribution and satisfied mysel [
that that was in fact correct.

With respect to adjusting for violations,
namely violation of the coastraint under which that

estimater is to achieve mmimum fkelibood 04:40PM proof is derived, including the Exhibit 21 that 04:45I'M

estimation? doen't evaluste nnomalies, 1 considered their

A By definition, yes. adjustments that are required when that constraint

Q  Going back to the Ayer, et al, paper, Exhibit is violated, and the violation of the constraint, as

21, the authors there proved that the ABERS 1 indicated, leads o edjustments that are made in

estimntor is the nor-pammetric maximum likelihood G4:40PM | the density function, which one needs to be able to 04:46PM

estimation of singly censored dutn with monotonicity determing the mass that exists, the probability mass

imposed, don't they? that exists at ench point that allows one to compute

A Yes, with the proviso thet they do not include the willingness to pay, the mern willingness to pay,

the proof with regord to Theorem 2.2 but, yes, und 1 don't recall them providing any proof with

bosically. 04:42PM repard 1o the mean willingness to pay, 04:46PM

Q Do Hoab and MeConnell offer n proof that their Q  Let's switch gears and go hack io your report

estimator is the non-parnmetric maximom Ekelihond to Page 94.

estimation of singly censored daia with monotonicity A Yes

imposed? Q  Okay. Just give me a moment here. Okay. 1

A InExhibil 22 the snswer lo your question is 04:43PM led you to the wrong page. 93. 04:48PM

no, but they're focusing on st the maximum A 93,

likelihood estimatar for the cumuletive Q  Sorry about that. If you look to the first

distribution, but instend they're focusing on the full paragraph starting with the second sentence, if

rutes by which ene moves from that cumulative you could read that paragraph for me.

distribution when there are anomalies to e density 04:43PM A Starting with the secand sentence? 04:48PM
146 148

function with the purpose of estimating the Q  Ycah, following the Stratus report.

willingness to pay, which, as [ understand it from A Following the Stratus report, we used o

the Stratus study, is what they base all of theiy jackknife bootstrap to oblain standard errors for

dremape calcolations on, not on the cwnulstive the ABERS estimates, os wel) us confidence inlervals

distribution, 04:43PM for empirical cumulative distribution throughout 04:49PM

Q  Well, where do Hanb and McConnelt offer their this analysis. However, since the jackknife

proof in Exhibit 22? procedure requires more than one primury sampling

A lalrendy explained it. They don't offer urid i 4 stratum, the structure of the survey mokes

proof. 1 nlready said that in my answer to your it impossible to use the jackknife procedure on many

guestion. subpopulations of interest, such as possive versus 04:43PM

Q  Dr. Rausser, I'm not trying to be difficult netive users in the survey, When this is the case

here, and we can fuss all day, but let's just try 1o for the ABERS estimate, we'd leave the approprinte

get through this. column row blank. Far the Tumbul] estimator, we

A They don't offer a proof’in Exhibit 22, used an asymptotic theory throughout 10 generate

Q  Have you ever reviewed the proof that they do 04:44PM | standard errors for every subpopulation, 04:49PM

olfer? Q  Now, Stratus tenm used the jacklmife repeated

A Idorecall e formal derivation, but 1 den't replication; cormect?

recall it asa proof of n particular theerem. 1 A Yes

don't recail, Q  ‘What software did you use to estimate the

Q Do you know whether their proof is incomplete? 04:45PM | asymptotic errors that you describe on Page 94 of 4:50PM

A Doyou hove a document with regard 1o their your report?

proof? A What sofiware did you say?

Q  Well, have you considered the proofin Q Yo

connection with this maiter? A Wedidn't use o standard cookbook routing for

A Icertninly considered their proof with regard 04:45PM doing that estimnte. We developed our own code for 04:51PM
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doing so.

Q  Whodeveloped that code?

A Joanme Lee.

Q  Did you review the code?

A Yes 04:51PM
Q  And did the code use s variance estimatipn

procedure that takes into account the impact of the
clustering and weighting of the data on the
varinbility of the estimaies?

Q Ifyou could twem io Page 6-29.
A Pope6 -
MR. DEIHL: IFwe conld take n momest,
want o get my copy ol the repor, which is in the
oter Toom, {H4:57FM
M8, MOLL: Sure, Let's an off the Record.
VIDEOGRAPHER: We're ofT the Record. The
time is 4:57.
(Following n short recess at 4:57 p.m.,

A May | have the question back, please? proceedings continued on the Record at 5,01 pum,) 05:01PM
{Whereupon, the court reporier rend VIDEQGRAPHER: We're back on the Record.
back the previous question,) The time is 5:01 p.m.
A My recollection is that it did. Q  Before the break I asked you to turn to Page
Q  And how did the code tnke the weighting and 6-29 of the Stratas CV report, which is a deposition
clustering of the dats into account? 04:52PM exhibit from David Chapman's deposition, Exhihit No. 05:02PM
A By following the methodology that's set out in 10. Do ytu have that in front of you?
Hanb end McConnell, following the same mathermatical A ldo. Table 6.26.
specifications that are included in their book, Q  Correct, Thisis a parametric regression
0  And when you say the mathemntical annlysis of the survey responses; correct?
specifications, are you referring specifically to 04:52PM A Yos 05:02PM
what appears in Exhibit 22?2 Q  And this parametric regression containg a
A Yes price variohle labeled cost, does it not?
Q  Let's tumn to Exhibit 22. Can you identify A Yes
for me where Haab and McConnell specify how to Q  And it also contring an income varishle;
handle clustered survey datn? 04:53PM correct? 05:02PM
150 ih2
A By the procedures for which they outline A Yes, itdoes.
compiting the lower bound on the willingness 1o pay Q  So this pprametric regression would,
with multiple bids. This procedure implicitly therefore, yield a price elnsticity and nn income
embeds in it whatever clustering is reflected in elnsticity; correct?
empirical distribution. 04:55PM A Doyoumean by yield that you eould campute 05:02PM
Q  There's a difference betyeen purametric and such an elasticity?
nou-parametric estimation; correct? Q Yes
A Yes A Yes
Q  And parametric estimation imvolves the use of Q  Let's turm bock to Poge 98 of your report,
an assumed functional fonn; is that right? 04:56PM Exhibit 2, and here you mention a meta-analysis of 05:03PM
A Yes income elnsticities of willingness to pay for
Q  And an assumed probability distribution for environmentn! goods from CV studies conducted by
the data being estimuted; correct? Jacobsen and Hanley; correct?
A Faolse. A Which page are we?
Q  Okny. What is fnlse sbout that? 04:56PM Q  Pnge 98 of your report. 05:03PM
A 1t doesn't necessarily nssume -- o parmmetric A 98, Yes
procedure doesn't necessarily asseme on underlying Q  Have you read that study by Jacobsen and
probability distribotion. Thal's false. Hanlcy?
Q  Olay. Tumn with me to the Chnpman, et ol A Yes
report, which is here, Exhibit 10 of Mr. Chopman's 04:56PM | Q  Let me hand you Exhibit 24, which is s copy of 05:05PM
deposition. that study out of your considered meterials. Now,
A Mr, Chapman's deposition? this states that they synthesized 46 CV studies;
Q  Yes. That was a deposition exhibit. Instesd correct? I'm getting thot from the abstract,
of making n new exhibit — A Yes
A lsee. Ckoy. 04:537PM Q  Olmy, and if you'll turn to Appendix 1 within 05:06PM
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this document, umd to get there, if you look at the
Bates number, which is Desvousges/Rausser 538,
A I'msorry, you lost me, 5387

Q  Okay. The casy way ta get there is looking at

(Whereupon, the court reporter read
back the previous question.)
A No. I depends on the functional form. 1f
you impose the condition that elnsticity is

the Bates number. 05:06FM constont, you con do the! through the specification 05:11PM
A Ahh, thank you of the parpmetric formulotion and impose that
Q  Soit's on Desvousges/Rausser 538, So are we condition, but that may be a violntion of the sample
oo the same page here? data, namely the elasticity may not be consient. It
A Appendix 1, studies include in, yes, depends on the mathematical form that you specify.
Q  Olmy. So the first study identified there 15 05:07PM Q Do you know if nny of the 46 studies 05:11PM
a study by, and I'll get the name wrong, but it's identified in Appendix 1 imposed that restriction?
Amigues, et 1], 2002; do you sec that? A Thot the elasticities ore constant aver the
A Iseethntas2000. I'm sorry. Where do you full runge?
see 20027 Q Yes
Q  In the reference column The yeor of the D5:07PM A For those studies that vsed a log-fog form, 05;12PM
study is listed as 2000 but the reference is yes. For those that did not, no.
Amigues, et al, 2002, Q  AmIcomrect that you would expect the price
A Oh,yes I'msorry, and income clasticitics coming from a nop-parmmetric
Q  That's olmy. So with regard to that study, analysis to move around in value?
does the income elasticity in that study come from a 05:07PM | A Yes, but not in the qualitative sign, 05:12PM
parnmetric analysis or 2 noo-parametric anatysis of Moreaver, in o parametric estimation thot daes not
CV responses? impose the constant elosticity. 1 would expect that
A Youexpect me to have memorized what each of to move around os well, depending on the setting on
these studies did with regard to parometric and the explanatory indepentent varinble.
non-parametric? 05:08PM Q  Okay. I'm handing you Exhibit 25, whichis a 05:13PM
154 i56
Q  I'm just asking if you know. document entitled Non-Parametric Estimation of Exact
A 1 don't recall, but 1 will represent to you Consumer Surplus and Deadweight Loss by Jerry
that if they genernted their willingness to pay on Hausman and Whitney Newey. 1'd like te turn your
which damages are based on a cumulative distribution attention to Page 1462,
but then po Lo o parametric distribution to draw 05:08PM A 14627 03:14PM
inferences, strikes me as inconsistent. Q  If you want to familiarize yourself with the
Q  I'm going to move fo strike your answer as Iast paragraph on Page 1461.
nor-responsive. Do yon know if any of the 46 A 14617
studies that sre listed here generate an income Q  Yeah
elasticity from a non-pammetric analysis? 05:08PM A Thank you, 05:14PM
A No. Q  Actnally let me move you up a little bit,
MS, MOLL; Could you read back my question? hnlfwny down to Figure 2 throngh 4.

{Whereupon, the court reporter rend A Ido
back the previous question.) Q Take a moment to read those two paragraphs.
Q  In genernl would you expect the income or 05:09PM | A I'vercad that paragraph. Is there o question 05:15PM
price elasticity from 2 non-parametric analyais to pending?
be the same as those from a parametric analysis? Q  Allright, Soin that paragraph that begins
A Nol necessarily, but if the results are robust Figures 2 throngh 4, six lines down, there's 2
across the complete range, including the sentence that begins there are; do you see that?
intertarpinal effects, 1 would expect them to be 05:108M A Just bear with me one second. Say that apain. {3:16PM
qualitatively consistent, I'm sorry.
Q  Well, depending on the parametric fanctionsl Q  In the paragraph that begins Fignres 2 through
form, it can boppen if the price and income 4
clasticities sre constant; is that correct? A Uh-huh,
A Could 1 have the question back, please? 05:10PM ) - on Page 1461, six lines down — 05:16PM
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A Okay. A Whatis typical?

Q  — there's a sintement there, there are Q  That price elasticity varies ermatically.

interesting differences between the parametric and A Depends on the [ncts. Not necessasily.

non-parametric estimates with the non-parametric Q  Okzy. I'm told we nced & tape chonge agoin,

estimntes having a much more complicated shape than 05:16PM  { and if we could make this brief, mnke this break 05:21PM

the parametric ones. The kernel and spline brief, I would he grateful

estimntes penerally have a similar shape. Do you VIDEOGRAPHER: We are off the Record, The

see that there? time is 5:21.

A ldao (Following a shert recess st 5:21 p.m.,

Q  Soifyou turn to the next page and Jook at 15:16PM praceedings continved on the Record a1 5:28 pum.)

Figure 2, the Figure 2 gives a parametric demand VIDEOGRAPHER: We're back on the Record,

function for gasoline, does it not? The time is 5:28 p.m.

A Yes Q  Dr. Ramsser, I noticed you have a binder to

Q  And Figures 3 and 4 on the foflowing two pnges your right and it's open te a document entitled

give parametric — e, non-g tric d d 05:17PM | Water Quality in Oldahoma. I believe the date is 05:29PM

functions far gasoline; im't that vight? 2008, Can you tell me what that is?

A Fipure 3 end 4 you said? A Yes, Ican Thisis those siles that are

0 Yes,nh-hoh, clussified as — [ - are we finished with this?

A Yes Q Weare

Q  And ihis shows that not enly is the price 05:17PM A This is [rom the Oklahoma Department of 05:29PM

elesticity varying but it varies noo-menotonically, Environmental Quality, and it gives the list of

isn't that right? sites that ore aesthetically impeired, and it

A Notin all cases, no, it's not right. provides n liltle bit of dewil with respect to each

0 Okay. In which caseis itnot ripht? of the water bodies, their location and the source

A With respect to the spline estimate with six 03:18PM of that impairment or the potentinl cutse of that 05:30PM
158 160

knots, except that the very extreme, it is elastic impairment.

over a particular range, the Epstein inelostic, and Q  And you were making a reference to your

it satisfies the low of demand until you get to very report. If you could tum my attention to where

extreme levels on the quantity. you're referring fo.

Q  Olmy. In Figures 3 and 4, other than the 05:19PM A Yes 1 woslooking at fooinote -- the 05:30PM

spline estimate st six notes, do you agree that oot footnote at the beginning of Section 3 on Poge 21.

only Is the price elnsticity varying but it varies Q SoFootnote 87

non-monotonieally? A Yes

A With the kemnel estimate for Sigma 2, yes, at Q  Olay, and is that document that you have to

the extreme ranges on quintity, and the same thing 05:19PM | your right a document that was preduced in yonr 05:30PM

with regard to the kernel estimates for & Sigma of considered materinly?

1.9. With respect to the Sigma 1.6, that kemel A It'smy understonding that il was, yes

estimte, yes, indeed, over much of the mnge. 1I's Q  Ohay. Il you don't mind —

non-monotanic, but he's comparing it speinst o A You waont me 1o foke out?

parametric estimator in which the assumption is 05:20PM Q  The document is fine. 05:31PM

imposed that the elasticity is constant, A Just the une document?

Q  Well, one could say thst price elasticity ¢ Yes, please, Okny. I'd like to make this an

varies errntienlly; correct? exhibit if we could or we could make & photecopy of

A With regord to what? Certainly not on the it if yon wish to retain the originnl, your choice.

parametric estimotor that imposes the assumpiion 05;20PM A I'd like o pholocopy if T coutd but -- 05:32PM

that it's constant. In your Figure 2, it's not Q Why don't we make this original the exhibit

going to be erratic becawse you've imposed the nnd we'll provide you with s copy. 1x that fair?

sssumption that it's constont, A Fine

Q  Bui thst is typical with non-parametyic Q  We'll mark this ns Exhibit 26, und then if you

estimation, is it not? 05:21PM could just state for the Recond what that Is, 05:33FM
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A Yes. This, as I indicated, is sourced with

the Oklahama Depertment of Environmenta] Quality,
end it's prepared pursuant to Section 303(d) end
Section 303(b) of The Clean Water Act.

A Fine. 've done work in opposition to some of
the defendants or ot lenst with regord 1o a merger
analysis involving Tyson Foods sequiring [owa Beel.
[ was asked by the 130J 1o evaluate the merger

) That's all 1 have on thst exhibit. Ia that 05:33PM effects of combining the two companies wilh regard 05:37PM
funny? to any pricing effects that mipht take place.
A 1was just waiting for a — Michael was Q  Priorto this matier, have you done any
passing you questions. 1 thought there was at least work --
four or five questions waiting for me. 1 was A Pmsorry. I'mstill not finished with my
disappointed. 05:34PM response to your question. 05:37PM
Q  Well, it's Inte in the dny, 50 — Dr. Rousser, Q I'msorry. Goahead.
what is your bourly rate on this matter? A I'mnot. I had done some work jointly with
A $650 per hour. regard 1o supporing Tyson Foods and Foster Farms on
Q  And hns that been true for the duration of some regubations with regard to the certificetion on
your wirk on this project? 05:34PM freshness of poultry ot the retoil level, and 05:38PM
A Yes, My mie iz different than that, bul onee there's been some other eases in which I've been in
an engagement is entered into, the mate remains as opposition in particular to Cargill in an antitrest
it was al the initintien stape, and [ began, 1 matier.
think, this investigation in 2004, Q  Anything clse?
Q  Olmy, antd whut iy your hourly mte with 05:34PM A No 05:38PM
respect to deposition testimony? Q  Olny. Regarding the work you did on behalf of
A Nsthe some. Tyson and the regulations that you mentioned, what
Q  How nbout trinl testimony? time frame was that in?
A Sume, A 1994, 1995,
Q  Olmy. How meny hours have you spent on this 05:34PM | @  Okay. Ibelicve you testified cadier today 05:38FM
162 164
case? thst when you did the work -- I'll call it the
A Tm having difficulty with this case heenuse Dallas study. Do you lmow what I'm referencing?
earlier lodny you asked me nbout whether my prior A Yes.
testimony had been preduced. [ thought you were Q  That the law firm of Sidley & Austin was
relerting to this case as in the dumnnge analysis, 015:35PM involved? 05:39FPM
and when you nsk me now hours, are you asking me A Yes
hours with respect to just the damape analysis ar Q  And you did work for them?
the injury work that we did or the economic A Yes
consequences that would result from nn injunction? Q  How many different matters have you worked on
Q  Let me rephrase my question, How many hours 05:35PM for the taw firm of Sidley & Austin? 05:39PM
have you spent on all issucs in this case? A Across the board?
A Td have to go back and Took through the Q Yeu
invoices as T indicated. This engagement began, as A Bidley & Aunslin was involved in the branded
[ recall, in 2004, drup antitrust litigntion, and 1 was the joint
Q Do you know how much you have billed in this 05:35PM defense expert for damoges. Another antitrust case 05:39PM
muatter? invabving commercial fissue, 1 was the expert on
A No. class cerfification and econamic damages, and Sidley
Q  Haveyou done any work oo bekatf of any of the & Austin was representing one or more of the
defendants prior to thix matter? defendants. En anotiier case involving o
A May Isee o list of the defendants becauge 1 05:36PM pharmacentical drug, Nexjum, I was engaged by Sidley 05:40°M
don't recall ali of the defendants? & Austin fo evalusie the commen impact and economic
Q Sure Let me try to think what the easiest dimages resulting from plaintiff's allepations of
place is to find it. froud on the macket, and what I've just described to
A Would that oll be here? you covers ihe tast 20 years that | can recall as 1
Q  Yes, correct. D5:36PM sit here, 05:40PM
163 165
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Q  Okay. Soin each of those matiers you did

work for the law firm of Sidley & Austin?

A And other law firms as well becausc most of

those were joint defense groups.

Q  Okay. 05:43PM
A Except for the Nexium case. That was simply

Sidley & Austin,

Q  Okay. The branded drug case, what time frame
are we talking?

A That case went on forever. 1 started in 1993 03:41PM
1 think was my first engagement, and it streiched

all the way out to 2002 invoiving some opt-out

plaintiffs, 1 think it completed in 2002,

Q  And the Dallas litigation, what was the time

frame there? 05:42PM

A '96 opproximately.

Q  And how abont the commercinl tisyue case?

A 1999, perhaps '98.

Q  And the Nexiom case?

A Recent. That would have covered the years 05:42PM

2004 through 2008.

Q  And how about the case involving the fraud on

the market?

A That's one and the same, The Nexium is fraud

on the market. 05:.42PM
166

Q  Okuy. Dr. Raosser, I have no further
questiony. 1 nppreciate your time today,

A Thank you,
MR. DEIML: 1 have one follow-up quesiion
unless sameone else does D5:46PM
CROSS EXAMINATION
BY MR. DEIHL:

Q  Eardier this moming, Dr. Rausser, you
testified that you had not produced your list of
litigation and deposition testimony that you've been
involved in in connection with this report. Have
you produced that testimony in connection with this
lawsuit in another report that you produced in this
Inwsuit?

A Yes Withrepurd to the report that 1 was

05:46FPM

05:46PM
engaged to conduct an analysis with regard to the
propased injunctien ond the economic consequences, |
produced with thot report my prior testimony over
the course of the lest four years, but | didi't
produce thal with this seport, but il certainly has D5:46PM
heen produced with regard to this litigation.

MR, DETHL: Thank you. t have nothing
fursher.

MR MIRKES: 1 have no questions.

MR, DEIML: Does anyone €lse on the phone?

1la8

05:47PM

Q  Ohay. Thank yoo, What sbout the other law
firma involved in this case working on behalf of the
defendanis; have you done work for those law firms
prior to this matier?

A May I see n listing of the law firms in this 05:43PM
matter?

Q  I'm trying to think of where one would be on
thiy tnble. Let's start with Faegre & Benson.

A Naot thot § recall.

Q  Howobout Kuink Reck?

A No

Q  Earlier in the day we talked ahoet some
esrlier CV studies that yon kad been involved in.
Hold on. Let me stert over. Eardier in the doy we
bad discussed some eardier CV studics that you had
been invelved in. Do you recall that?

A Ido

Q  Werz any of those CV studies the subject of
court testimony?

A For those CV studies that were done that were

03:43PM

05:44PM

15:44PM
refated to litipation disputes, my recollection is

that all of them settled prior 10 any courtroom

resolution. 1t was resoived prior to that, and the

remaining studies, os | indicated, were consulting

studies not involving litigation, 05:45PM

187

MR. SANDERS: No guestions for Cal-Maine,
VIDEOGRAFPHER: This concludes this
deposition. We now off the Record. The time is
5:47 p.m.
{Whereupon, the deposition was
concluded at 5:47 p.m.)
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transeript of the proceedings in the above styled
and numbered cause, and 1 now sign the same as true
and corréct.

WITNESS my hand this

. 2009,

day of

GORDON RAUSSER, PhD

SUBSCRIBED AND SWORN TOQ before me this
day of . 2005,

Notary Public

My Commission Expires:

170
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172

CERTIFICATE

STATE OF OKLAHOMA )
} s&
COUNTY OF TULSA )

1, Lisn A. Steinmeyer, Certified
Shorthand Reporter within and for Tulsa County,
State of Oklahoma, do hereby certify that the above
named witness was by me first duly sworn 1o testify
the truth, the whole truth and nothing but the truth
in the case aforesaid, and that 1 reported in
stenograph his deposition; thal my stenograph notes
were thereafler transcribed and reduced to
typewritten [erm under my supervision, as the same
appears herein.

1 further certify that the foregoing 170
poges contnin a full, true and cortect transcript of
the deposition taken st such time and place.

1 further certify that T am not attomey
for or relative to either of said parties, or
otherwise interested in the event of said action.

WITNESS MY HAND AND SEAL this 5th day of
June, 2009.

LISA A. STEINMEYER, CRR
CSR No, 386
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